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FOOD SECURITY ACT OF 1979 



TITSSDAT, TULT 10, lOTfi 

House of Representatives, 

CoMMriTEB ON FoRBION AfPAIHS AND 

Committed on Aoiacui/nnts, 

WashingtOTi, D.G. 

The commititees met at 10 a.m. in room 2172, Raybum House Officfi 
Building, Hon. Clement J. Zablocki (chairman of the Committee on 
Foreign Affairs) and Hon. Thomas S. Foley (chairman of the Com- 
mittee on Agriculture) presiding. 

Chairman Zablocki. The committee will please come to order. Chair- 
man Foley will be arriving momentarily. 

Today the Committees on Agriculture and Foreign Affairs are meet- 
ing in joint session to consider H.R. 4489, the FcSd Security Act of 
1979. and related legislation. 

H.R. 4489 is the administration bill which has been introduced by 
Chairman Foley ftnd Chairman Zablocki, by request. Related bilb 
which are also before the two committees include H.R. 3611, intro- 
duced by Congressman Oilman, and H.R. 3612, introduced by Con- 
gressman McHugh. 

All of these measures have been referred jointly to the Agriculture 
and the Foreign Affairs Committees. They are similar in mo^ respects 
to the legislation which the two committees approved last fall, but 
which were not taken up on the House floor before adjournment. 

We will be hearing from Congresanen Oilman and McHugh this 
afternoon. 

This morning we are pleased to have before us the Honorable Bob 
Bergland, Secretary of Agriculture, and Dale Hathaway, Under Secre- 
tary of Agriculture for International Affairs and Commodity 
Programs. 

We welcome you, Mr. Secretaiy, and Dr. Hathaway. 

You may read your statement, or summarize it and hare the full text 
placed in the record. 

You may proceed. 

STATEMENT OF HON. BOB BEBOLANS, SECEETABT OT 
AaBICQITITBE 

Secretary Bbrqiand. Thank you very much Mr. Chairman, members 
of the committee. The statement we have is short, six pages double 
spaced and it might be most useful if I went through it so we can follow 
the thoughts toother. The reading of the text might take less time 
than my summary. 

T appreciate the opportunity to appear before this joint committee. 
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FUBPOBB OF H.R. 4480 

The bill H.R. 4489 would provide legislative authority to establish a 
food security reserve of wheat. This reserve would insure that the 
United States could meet its food aid commitments to developing coun- 
tries during periods of tight supplies and high prices — without disrup- 
tion to normal domestic commercial export martetB. 

The bill is identical to H,K. 13835 as reported last year by the 
House Committees on Agriculture and International Relations 
except for three changes. First, the title has been changed from the 
International Emergency Wheat Reserve Act to the Food Security 
Act. This has been done to make clear that, unlike the legislation 
sent to Congress by the administration last year, this reserve would 
be used only for food aid and would not necessarily be part of an 
international systwn. 

Second, this bill would authorize a reserve of up to 4 milUmi metric 
tons of wheat. The House Agriculture Committee had authorized up 
to 3 million tons; and the House International Relations Committee, 
up to 6. 

Third, tiie bill includes a provision in section 5 which would allow 
release of a small portion of the reserve for urgent humanitarian use 
in any fiscal year. Such release would be warranted only when the 
United States could not respond quickly to a localized emergency 
through reallocation of existing Public Law 480 resources or through 
a s^plemental appropriation. 

We intend that this provision be used only in rare emergency 
situations, and that the grain so used would be replaced within a 
reasonable amount of time. Distribution of this emergency relief 
grain would be handled through the existing Public Iaw 480 
mechanian. 

Initially, some 50 million bushels (about 1,4 million metric tons) 
of wheat now owned by the Commodity Credit Corporation would 
be designated as a part of the food security reserve. Additional 
acquisitions would depend on market conditions. We would buy for 
the reserve when supplies are ample and prices are reasonable. We 
have no specific time schedule in mind. 

Except for the 300,000 tons covered by section 5, wheat in the 
reserve could only be released through the Public Law 480 program 
when the domestic supply of wheat is so limited that quantities can- 
not be made available under the criteria of secti(»i 401(a) of Public 
Law 480. 

The arguments for this l^slation are sample. 

First: The program would take supplies off the U.S. market at 
times when those supplies are excessive. It would thus enhance pro- 
ducer prices at a time when this is needed. 

Second : The program would assure the supplies needed to assist 
in meeting emergency food needs abroad — without interfering with 
commercial trade at home or in the export market. It would insure 
our ability to respond swiftly to a sudden worsening of the food 
situation in a developing country, without the necessity to seek a 
supplemental appropriation or additional authority. 

We are witnessing in the most dramatic way possible the benefit 
of an effective reserve of grain for general use. The same factors that 
make a reserve important for the Nation as a whole make it impor- 
tant for Public Law 480 programs. 
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FDBUC lAW 480 BUSOBr 

Third: The program would tend to reduce budget outlays also in 
terms of more efficient admiimstration of Public Law 480, It may 
also reduce Grovemment expenditures under target price prorisions 
of the domestic farm program. 

Each year, the Pubuc Law 480 budget is based on definite assump- 
tions about the volume of commodities to be programed and the costs 
of those commodities — assumptions made 15 months or so in advance. 
When prices rise unexpectedly, the volume of commodities that can 
be finajiced with a fixed budget amoimt is decreased. We then have to 
choose between defaulting on or substantially reducing our food aid 
commitments and requesting a supplemental appropriation. 

Historically, it has been difficult to increase the Public Law 480 
program to compensate for higher prices or emergencies once the 
Public Law 480 program level has been established. Before fiscal year 
1978, the administration did have the authority to increase Public "Law 
480 budget levels to meet emergency situations or unexpected price 
increases by borrowing from the Commodity Credit Corporation. 

However, in 1&78, amendments to the Public Law 480 authorizing 
legislation and to appropriation lajnguage eliminated this flexible 
tool. The only way the program level can now be increased is through 
the supplemental process, which is quite lengthv. 

Moreover, even when a supplemental is completed in a timely man- 
ner, the Public Law 480 program would be forced to cwnpete with 
both domestic and foreign commercial buyers for tight supplies. The 
establishment of the food security reserve, with appropriate author- 
ization for release and programing, would greatly ease this situation. 

Besides humanitarian purposes, the focu security reserve is also 
quite attractive from a budget point of view. The 1.4 million metric 
tons of wheat owned by the CCC was acquired at a cost of $2.25 per 
bushel. If one assumes that the remainder of the food security reserve 
would be purchased at about $3 per bushel, the total cost of acquiring 
a 4-million-ton reserve would be about $400 million. Storace and 
interest costs for the 2.6 million metric tons not now owned by the COC 
would add about $50 million per year. 

SAVUrOS IN FDBLIC liAW 480 COSTS 

These costs would likely be more than offset by the savings realized 
from having a reserve. Several years' carrying costs could be recov- 
ered frmn the potential decrease in deficiency payments. 

The purchase of 2.6 million metric tons of wheat during the first 
5 months of a marketing year when supplies are ample and prices 
are reasonable would increase farm prices by 16 to 25 cents per 
bushel. Thus, producers would hare an opportunity to receive a 
greater proportion of income from die mai^et, while the reduction 
in tai^ price payment exposure would be $300 to $400 million for 
that crop. If the food security reserve were used in a year when the 
farm price of wheat were, for example, $5.50 per bushel, tJie poten- 
tial savings in Public Law 480 costs would be $375 million or more. 

There is nothing magical or mandatory in our choice of 4 million 
tons as a food security level to propose to the Congress. We believe 
that 4 million metric tons would be the minimum amount that would 
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provide the desired stability to our food aid commitments. The United 
States is committed — Tvith or without successful negotiation of the 
proposed Food Aid Convention — to maintain a minimum flow of 4,47 
million metric tons of grains each year. The 4 million metric ton reserve 
would help insure that this commitment could be met. 

MXBTINa EUEROENCY NEEDS 

H.R. 4489 would give us a great deal of flexibility in meeting emer- 
gency needs without delay and without shortchanging our regular 
customers. One need only recall the events of the past 15 years to be 
reminded of the uncertainties world weatQier can have on United 
States and world supplies. 

In 1965 and 1966 the monsoons flailed the Indian Subcontinent for 
two straight summers — a rare occurrence. The United States was able 
to respond with large wheat shipments to India — 6 million tons in 
1964 and 6.5 million tons in 1966. Our ability to respond was, however, 
not due to any special virtue or wisdom in planning for such needs. 
It resulted from the fact that huge U.S. stocks were accumulated in 
the 1950's as a byproduct of the domestic farm program. 

The July 1, 1961, wheat carryover reached 1.4 billion bushels and 
stood at 1.2 billion bushels in 1963 despite efforts to reduce it But if 
we had not had these stocks on hand, the story of India in the 1960's 
would have been far different. 

By the niid-1970's, India, with the help of the United States and 
other countries, had increased its own production substantially and 
was actually meeting its relatively small food deficit with commercial 
purchases of U.S. wheat. But the case of Bangladesh, with floods in 
1970, drought in 1972, and both drought and floods in 1974, found the 
United States much less able to respond adequately. 

U.S. wheat stocks were still ample in 1972, but these were reduced 
rapidly as a result of poor crops that year, not only in the Soviet Uni<Hi 
but elsewhere in the worW. In 1974, the United States had a shortfall 
of its own — the winter wheat crop was normal but spring-planted 
crops were off sharply. The result was that Public Law 480 ^ipments 
of wheat in flscal 1974 were 5 million tons below the 1972 level. Po- 
litically, that action undermined U,S, credibility in its dealings with 
some of the poorest countries of the world. 

Obviously a 4-miIlion-ton reserve would have made up a substantial 
part of that S-million-ton difference in 1974. It would go a long way 
toward meeting suoh needs in the future. 

PROPOSED WHEAT BESERVE 

We propose that the food security reserve be a wheat reserve. Wheat 
is produced and traded widely throughout the world. It is prepared 
and used in many ways in many cultures. Among the world's major 
crops, it has the highest nutritive value relative to cost. It is highly 
storable and transportable. At the same time, its yields are variable 
because of the wide range of climates in Whioh it is grown ; hence, it is 
susceptible to sudden changes in supply/demand relationships. It is 
for these reasons that mo(re Wheat is programed imder Public Law 480 
than any other commodity. 
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STOBING THK BE8BRVE 

In order to meet the requirements I have outlined, this reserve 
should be stored in locations where it can be moved readily into export 

?osition without delay and without overburdening transportation 
acilities. If it were to be stored at locations far from port, we would 
likely find our Government competing for shipping at times when 
commercial movement is heaviest. It is oetter that we move this grain 
into strategic positions during times of slack in the market and in 
the export marketing system. 

To assist in orderly marketing — to avoid interruption in the normal 
flow of commercial trade — these are cardinal considerations. 

This concludes my prepared testimony. Mr. Chairman and members 
of the committee, TJnder Secretary Hathaway and I would be pleased 
to respond to questions. 

Chairman Fou:y. Thank you, Mr. Secretary. I would like to join 
in welcoming you and Under Secretary Hathaway to these important 
hearing. 

Chairman Zablocki. 

niFPBRBNCE IN AMOUNT OP TONS 

Chairman Zablocki. Thank you, Mr. Chairman, 

As you had mentioned in your statement, Mr. Secretary, on page 4, 
you say "There is nothing magical or mandatoiy in the choice of 4 
million tons as a food security level proposed to Congress." Last year 
the executive branch recommended 6 million tons and the Foreign 
Affairs Committee approved 6 million tons. Why the difference now 
of 2 million tons! 

Secretary Bergland. This is a compromise, Mr, Chairman — arbi- 
trary — admittedly so. There are elements and interests, in the Con- 
gress and elsewhere, that think that 4 million or 6 million is too hi^i. 
They would prefer a much lesser amount. Some prefer none at all. So 
it was chosen purely as an arbitrary middle-ground position. 

Chairman Zablocki. I also thought you said there was a minimtun 
amount. 

Secretary BEEGLANn. We think 4 million tons would be the minimum 
amount we would need in order to make this program effective. We 
could use more, but we think 4 million tons is the amount we really 
need to make it worthwhile. 

Chairman Zablocki. I am advised the proposal for the 300,000 ton 
special use of the reserves in effect is a way of getting around the 
Bud^t Act requirement that requires appropriated funds in order to 
provide Public Law 480 title I aid. Is that a correct statem«it i 

Secretary Beroland. May I yield to my colleague, Dr. Hathaway. 

STATEMENT OF HOIT. T)ALE HATHAWAY, VSBEBi SECEETABT 07 
AGRICULTTTSE FOB nTTERNAL AFFAIBS ASH COHUODITT 
FEOORAHS 

Mr. Hathawat. I assume some might view it that way. I would 
prefer to say, however, that it is a method whereby we insure that 
this Government has Uie ability to respond qui<^y in unexpected 
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ahort-tenn unet|^cies, rather than being at the mercy of the usual 
langthr process invoked in getting a supplemental appropriation. 
We have come very close this year to a situation requiring emergency 
food shipments at a time when the Public Law 480 budget was commit- 
ted. This is why we believe that it would be useful to have such author- 
ity for the unusual and extreme case. 

AlSESDTSa FUBLIO lAW 480 

Chairman Zablocki. What is your view about amending Public 
Law 480 instead of having this special 300,000 ton provision in this 
bill, so that at least some Public Law 480 title I can be extended 
through borrowing from the CCC instead of having appropriations 
in advance as required by the Budget Act. 

Mr. Hathaway. That would be an alternative way of dealing with 
the type of situation that we are discussing. However, there is some 
advantage in the case of really immediate emergency situations in 
having me commodity in export position, thereby not interrupting 
what would be a very tight situation in terms of our commercid 
export markets — a situation which would only be exacerbated by a 
money reserve. 

Chairman Zablocki. Thank tou> Mr. Secretary, and Dr. Hathaway. 

Chairman Foley. Mr. Find^CT, 

Mr. FiNDLBY. Thank you, Mr. Chairman. 

EMERGENCY FOOD NEEDS AND tTROENT HUMANITARIAN ASSISTANCE 

The term expressed in the bill is "emergency food needs." How 
would you distinguish between that term and the term used in Public 
Law 480 "urgent humanitarian purposes" ? 

Secretary Beround. May I yield to my colle^;ue Dr. Hathaway. 

Mr. Hathaway. I am not absolutely certain that I can 

Mr. Findley. Section 5 states the purpose of the reserve is providing 
emergency food assistance for developing countries when domestic 
supply is so limited it cannot be made available under Public law 
480, other than urgent humanitarian purposes. So I wonder how you 
define the term "emergency". 

Mr. Hathaway. That particular sequence deals with section 401 
of the Public Law 480 and the fact that only humanitarian purposes 
can be programed when section 401 is in edect. In other words, the 
adequate supply criteria. I am not certain that that definition has 
ever been used. My impression is it has not. 

"Emergency food needs," as used in H.R. 4489, refers to a situation 
in which there are not sufficient commercial supplies in the United 
States to meet Public Law 480 commitments — as defined by the cri- 
teria in section 401(a). "Urgent humanitarian needs," as used in H.R, 
4489, refers to a sudden and unexpected disaster abroad that we could 
not satisfy if Public Law 480 funds were already programed. An "ur- 
gent humanitarian needs" situation could occur even when ample com- 
mercial supplies are available, but we might not have sufficient time 
to respond through the supplemental appropriations process. 
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nCPAOT OF RESEBVB ON DOUXSTIC WBBi-T FBIOES 

Mr. FiNDLET. If either of you for the record could define what you 
mean by emergency I think it would help because that is a rather loose 
term. Mr. Secretary, could you tell me what impact the establi^mient 
of this reserve would have on domestic wheat prices? 

Secretary Beroland. Well, during times when supplies are ample or 
bountiful and prices, as we say, reasonable and stune farmers in some 
States would say low, it womd improve prices by 15 to 25 cents a 
bushel. 

Those are the periods in which we would expect to buy for the 
reserve. One can get into hie arguments about what impact this might 
have on food prices. Some claim that the impact would be significant 
but they forget that a bushel of wheat will produce 65 to 70 1-pound 
loaves of br^d. The cost of the wrapper is probably greater than the 
value of the wheat in the bread. 

So it would have almost a nonmeasurable impact on the Consumer 
Price Index. The impact on the price of bread would be so modest it 
would not be significant. 

BT7FF0BT FOB THE FBOFOSAL 

Mr. FiNMJTT. Have you had any resptmse from major farm organi- 
zations about this proposal ? Do they support it ? 

Secretary BratoLANO. Some are strongly in support. Some have no 
position. I dont know of any farm organization tnat is opposed per se. 
There may be some but none have indicated their opposition to us. A 
year ago there was stnne doubt. A year ago there was reservatitm 
among s/ome farm leaders but most of those reservations have been 
met. 

Mr. FiNDLET, The Farm Bureau has been concerned about GJovem- 
ment-held reserves as having a depressing effect, so it would not sur- 

Erise me if the Farm Bureau is critical of this measure but I have not 
eard from them recently on it. 

Secretary ButoLAin). They have not indicated opposition to me for- 
mally or informally. Xo support either. They have not taken a por- 
tion one way or another. 

Mr. FTNnLET. You anticipate most of this grain that would be held 
would be held by farmers ? 

Secretary Beroi^nd. No, sir. This reserve would be held by ttie 
Cranmodity Credit Corporation in locations to be drawn on quickly. 

Mr. FiNDLBY, So you would anticipate noneof it would. 

Secretary Berolano. None of this grain would be farmer held. The 
farmer-held reserve would be that portion used in the commercial 
world but not in this particular enterprise. 

Mr. FiNDLET. Do you have statistics you could put in the record as 
to the cost of acquiring and maintaining this reserve over a period of 
years, say 5 and 10 years, including storage and stock rotation costs? 

Secretary Beroland. We can eet the numbers if we don't have them. 

Mr. Hathaway. We do not liave them but we can provide those 
numbers.^ 

> See appeadli 2, p. 65. 
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PAICnCIPATroN BT OPEC C01TNTKIES 

Mr. Ftndlet. If I may proceed for a nuxnent, Mr. Chaimum. I am 
disappointed that the administration has not come forward wit^ a 
proposal under which countries like OPEC nations which have a lot 
of money but little wheat could have a part in a monetary reserve as 
distinguished from commodity reserve. 

I think we could probably get a substantial participation by Saudi 
Arabia and some other countries who actually have a lot of money 
they don't know what to do with. This would enable them to help pict 
up the tab for emergency humanitarian purposes of this sort. Some- 
thing along those lines does exist, but it is not a very active program. 
I hope the administration can give some thoixght to this idea. 

Secretary Berqland. We completely agree with you. We have a 
proposal. We have an active proposal currently under consideration 
and it is called the International Wheat Reserve System which was 
argued over for 18 months and finally we had to walk away from the 
discussions because agreement could not be reached. Those discussions 
were linked to the Multilateral Trade Negotiations. Food aid discus- 
sions were being held simultaneously. That would have provided that 
■wealthy importers would make a cash contribution to the international 
food security system of which we were a willing partner. We are advo- 
cating this. 

Mr. FiNDLET. Why don't we launch it separately from multilateral 
trade negotiattions? 

Secretary Berqland. We axe prepared to go back to the negotiating 
table. 

Mr. FiNDLET. Does it have to be linked to the negotiation of the 
pricing that was a part of the multilateral objective? 

Secretary Bergland. It does not. 

Mr, Findley. Can we consider launching this as a separate idea? 

Secretary Berqland. We have kept the door open. Dr. Hathaway 
is the negotiator for the United States and I would like to ask hina 
to ampli^. 

Mr. Hathaway. The suggestion you made was one we pushed very 
hard. That is, we do not feel that because we and several other coun- 
tries happen to he exporters of wheat that we should bear the food 
aid burdens in the entire world. It should be shared by wealthy nations 
whether they are exporters or imponters. Thus, we did push this posi- 
tion strongly with countries such as Japan and with the OPEC coun- 
tries, to be specific. 

On the latter point that you made, there are a number of countries 
that felt it Tvoald not be wrong to revise the food aid convention and 
try to bring in tliese new donors, even in the absence of a wheat trade 
convention with economic provisions. 

Unfortunately, we find there are a number of other countries who 
are major partners in the negotiations who do not agree with our 
position and thus far have been unwilling or unable, because of their 
own government policies, to move forward with a new food aid con- 
vention in a way wp had proposed. 

In the closing days of negotiation we proposed we go ahead with 
renegotiating the food aid convention to do exactly as you suggested. 
We were not successful in our proposal. 
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Mr. FiNDLET. These reluctant countries were the major wheat pro- 
ducing countries, were they not? 

Mr. Hathaway, Yes, they did include some producing countries 
but they also included some relatively wealthy importing countries. 

Secretary Bergland. Let me be direct about this. The problem was 
a lot of rich importing countries saw the world wheat crop building 
and thev thought they could get wheat for $2 a bushel. We said, "No 
deal." We would buUd granaries and store it. That is what we did. 
Now they are interested in reconsidering the position. 

Chairman Foley. Mr. Pease. 

IVfr. Pease. Thank you, Mr. Chairman. 



Mr. Secretary, I am interested in the change of title in the proposed 
act this year from last year. You say the reserve has changed because, 
among otJier things, the reserve would be used only for food aid and 
would nc* necessarily be part of an international system. Could it be 
part of an international ^stem under this legislation? 

Secretary Bergland. Yes, sir, it could be. 

Mr. Pease. Are you hopeful of getting an international system 
within the next year or year and a half? 

Secretary Bergland, Yes, we are. As Dr. Hathaway said, we do not 
believe the United States should be the sole holder of the world wheat 
reserves. This should be an international effort jointly financed. 

Mr. Pease. I would like to commend you, Mr. Secretary, on your 
choice of words, I think Food Security Act has a lot more appeal 
fortunately in the Congress than the title from last year. 

Chairman Foley. Mr. Glickman. 

Mr. Glickman. Thank you, Mr. Chairman. A couple of brief 
questions. 

DEFINING EXCESSIVE SUPPLIES 

The bill said a program would take supplies off the market when 
supplies are excessive. How do you define that ? Would you issue regu- 
lations to define what excessive is ? 

Secretary Bergland, We would probably not. In the formal nil&- 
making sense of the word we would propose to buy wheat when the 
prices were down and use it for two reasons, one to accumulate stocks 
under the authorities of this bill, and two, to help improve prices to 
growers during those years when the prices fall. It is hard to sit here 
now and define that, but we would probably regard a wheat price 
around $3 as being appropriate for purchase. We would not buy wheat 
when prices were $5. 

EBTECT ON PRICES 

MV. Glickman. I myself would be satisfied with that intent but I 
think a lot of farmers are concerned about reserves as having a de- 
pressing effect on prices although the bill indicates, I think, the stocks 
may be purchased if there is a determination that the purchases will 
not unduly disrupt the market. I think that is the only qualification 
that is contained In the bill having to do with price or supply. 

I would like to see something in the bill that would also talk about 
an unnecessary effect on market price. When you talk about the mar- 
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ket, that could be interpreted as supply and not price, and while they 
may relate I wonder if there is some way we could define that more 
specifically ? 

Mr. Hathaway, You are talking, Mr. Glickman, about the acquisi- 
tion time f 

Mr, GucKMAN. That is correct. Section 4 is the only place where 
acquisition time is mentioned and the language in t^e bill states 
"Stocks may be acquired if the Secretary determines such purchases 
will not unduly disrupt the market." That is one criteria. 

"Two, by desgination of the Secretary of stocks of wheat acquired 
by Commodity Credit Corporation." 

It looks like the only criteria is basically one will not unduly disrupt 
the market. I think there needs to be some explanation of that critena, 
whether it be in the bill or committee report because that is a little 
loose is all I am saying. 

Secretary Berqland. The gentleman has a good point and we would 
be pleased to cooperate with the committee in redefining this in some 
way to reassure the committee we would not buy wheat mien prices are 
$6 a. bushel and supplies are tight and demand, strong. That would be 
disruptive. That is not what we intend. Our intention is to buy wheat 
when prices are reasonable and when supplies are ample or bountiful. 
We would be pleased to cooperate and redefine the application of that 
term, 

Mr. Glickman. Thank you Mr. Chairman. 

Chairman Foley. Mr. Wampler. 

Mr. Wahpler. No questions. 

Chairman Foley, Mr. Winn. 

Mr. Winn. No questions. 

Chairman Folet. Mr. Gilman. 

Mr. Gilman. Thank you. 

Chaihnan Foley. I didn't see Mr. Sebelius. Will you yield to Uie 
gentleman, Mr. Gilman i 

Mr. Sbbelius. I thank the gentleman. We are all aware of what took 
place last year. You point out you are going to have 1.3 metric tons but 
only 2.6 now. Is there any reason not to put it all in there if the law 
passes and get it out of the OCC's regular pot ? 

Mr, Hathaway. There is a typographical error. Not "now owned 
by the CCC." We own the 1.4 million tons. 

Mr, Sbbelius. My thinking is still basically the same because it 
sounds like the only time we are going to get some money for tho 
farmers in this is when the market price is hi^. Only at bargain base- 
ment prices will we fulfill the reserve. 

Of course farmers in my country like to get closer to parity prices 
for wheat so, why worry when when it says the Public Law 480 program 
would be forced to compete with both domestic and foreign commer- 
cial buyers for tight supplies. What is wrong with Public Law 480 
competing for the grain rather than always saying we are only going 
to use cheap stuff ? 

Secretary Berqland. Mr. Sebelius when the price of wheat goes up 
over $5 a. bushel and the world markets are such that if the need for 
Public Law 480 stocks becomes apparent we would have to go in that 
market in competition with commercial sources and it would take more 
of the taxpayer's money, for one thing. 
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Second, it would reduce the amount of aid we could provide to peo- 
ple who are in desperate straits. It is just the wrong time to buy wheat 
We should be buying wheat when it is lower priced. Everybody would 
benefit by this. 

Mr. SEBELitrs. You only want to give it away when it is cheap. 

Secretary Beroi^nd. No, we would buy it when prices were low and 
use it for food aid when prices were high. 

Mr. SEBELins. We lose our charitable attitude, if it gets too expen- 
sive. Uncle Sam doesn't want to give it away. 

Secretary Beeoland. That is what happwied the last time when 
wheat became real expensive. People said we canH. afford to take care 
of these poor people overseas. 

Mr. Sebeliub. If you look at the expenses we had on storage and on 
the cost of money, which has gone up considerably — if you look at 
that, I can't see any reason not to give a credit with the CCC for half 
a million dollars. Mr. Findley and I had a bill on that subject. That 
has a buoying effect on the marketplace because we know CCC has 
that money for that purpose. If you have grain in storage it can be 
reached at the whim of politicians. It has a depressing effect <m the 
market. 

Frankly, I think it would be better — and I join the gentleman from 
Illinois in his feelings— with the credit for CCC. Then if you need 
to buy something, I think that the marketplace will respond and the 
farmer will be duly compensated for his product in the market of sup* 
ply and demand rather than saying, "We are going to bold it here, 
orjy used for this one specific purpose." 

Secretary Beroland. Mr. Sebelius, the growers I talked to would 
rather have the Grovemment active in buying wheat when prices are 
low. When"prices are high they have a f^od return and a good market. 
They don't need Government competition in the marketplace at that 
time. We think that it is better for tJie growers and more economical 
for the taxpayers to do it the way we propose. We have 1.4 million 
metric tons that we have accumulated m CCC inventories at a cost 
of $2,25 a bushel. It's now worth $4.50. This is saving taxpayers m<Hiey 
because we acquired it at the loan rate. 

Mr. Sebeliijs That is what I object to. 

Secretary Beroland. You object to usholdingit? 

Mr. Sebelius. No, I object to the idea that we are going to be chari- 
table when we can do it cheap. Somewhere along the line we need the 
mechanism that $500 million worth of credit has a buoying effect but 
reserves have a depressing effect. I don't think we will change each 
other's opinion, Mr. Secretory. 

Mr. Hathaway. Could I comment ! It has to do with section 401 of 
Public Law 480. TTiere are circumstances under which, if the Secre- 
tary of Agriculture takes that law as it is written, it is not possible 
to declare that there is supply available to meet Public Law 480 needs. 

The law is fairly explicit. It says estimated commercial demand, 
domestic use, and adequate carryover. If those 3 numbers exceed the 
amount that is available then the Secretary cannot authorize Public 
Law 480 purchasers. 

This bill would specifically exclude this reserve from that and thus 
not put the Secretary of A^culture in a position of eUlier being im- 
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able to authorize it or hEiTing to shave the figures in order to continue 
to authorize it. The law is fairly explicit. 

Mr. Sebeltcs. I tiiink we could respond to that by taking that provi- 
sion and enlarging it in Mr. Findley's and my bill on the subject of 
having the credit there for that jjurpose,. And we won't be spending 
billions of dollars for storage and interest. We're trying to be practicw 
about this, while seeing to it people overseas are fed and the American 
farmer is not on welfare because of the fact we design it to buy his 
grain when it is cheap. 

We are not going to change each other's mind. It is very valuable 
to have you come here and respond and doubtless Congress will pass 
one this time. I will do what I can to see it is made so not only it re- 
sponds to world need, but it responds to the need of the American wheat 
farmer. I appreciate your statement. Thank you, Mr. Chairman. 

Chairman Folet. Thank you, Mr. Chairman. 

Mr. GiLstAN. Thank you, Mr. Chairman. 

ALTERNATIVE PROPOSAL 

Mr. Secretary, I want to commend you for your strong support for 
establishing this internetional emergency wheat reserve, a measure tihe 
administration has talked about for several years, and a proposal the 
United Nations has been considering ever since the 1973-74 world food 
crisi& 

There has been a lot of talk about establishing suoh reserves ; yet we 
have not succeeded in securing passage of legislation which many have 
stressed before these committees is vital to assuring that U.S. food 
assistance commitments can be met during world food shortages, 

I would like to ask you about the alternative proposal that iuis been 
suggested in the past when this measure was under consideration by 
these committees; that is, establishing a fimd for purchasing wheat 
during times of shortage instead of a reserve stock of wheat. Could 
you provide us with your thoughts on the proposal to establish a cash 
reserve instead of a wheat reserve ? 

Secretary Berqland. We think it makes a lot more sense, from both 
the taxpayers' perspective, from a foreign policy standpoint, and from 
a grower's point of view, that the Government intervene in tiie market 
and accumulate stocks when the supplies are ample and prices are down. 
A cash reserve would not provide that authority. It would simply be 
on an as-needed basis. 

The fact of the matter is that when prices go up a lot of the poor 
countries of the world are starved out. They are the ones that ^t 
starved out first, not the rioh ones. The countries with sufficient financial 
reserves will buy wiheat and whatever else they need to buy — including 
rice. 

Wheat does not enjoy an exclusive role in the world food system. 
Wheat usually competes with rice. So, if wheat prices are above rice 
there will be some shift away from wheat — and most countries we 
export to buy both wheat and rice in some mix, according to price. 

So we are not in a position to hold this thing out as a monopoly. 
In fact, when wheat prices go up too high, the poor countries are 
starved out. They are the ones who are le^ able to compete, and so 
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if prices go up and a certain amount of ntoney is available, it would 
buy less food for those whose needs are greatest. We think that is 
wrong. 

By going to the reserve strate^ we accumulate stocks at a proper 
time. The question of cost oomes into it — of course there is cost — ^but 
the cost of storing this grain is less than the cost of acquiring it if the 
prices have doubled. 

V.8. GRAIN 8T0CK8 

Mr. GiLMAN, I understand that your Department's projections in- 
dicate that our grain stocks for 1979 and 1980 are significantly below 
the levels of last year and that we seem to be moving again toward a 
period of shortfall. 

Secretary Berqland. The situation has changed. That ia true; 
world wheat demand will probably be something on the order of 420 
million t<)ns or so; maybe higher. We are almost certainly going to 
draw down the world wheat stocks by 15 to 20 million tons and the 
prices have gone up as a consequence. We all know what the record 
IS in this regard. 

The wisdom of the fanner on grain reserve has been proven. Farm- 
ers, instead of forcing wheat in the market last year and killing the 
market prices and clogging up the machinery — the railroads and 
everything else — have built grain storage facilities and held it back 
as part of the reserve strategy which Congress authorized 2 years ago. 

It is working well. The farmers are cashing in on the price increase. 
They are making a dollar a bushel, They are making the money and 
not the Russians. We think that is the way it should be. Reserve 
strategy is proving its worth on the commercial side of the enterprise 
and we think the same logic will apply in this situation. 

The feed grains in the world are tight. We don't have any accurate 
report on what our com yield will be this year. We know the acreage; 
it is down. The acreage for soybeans this year will exceed acreages 
planted to corn for grain. The first time in history, demand is very 
strong. We will consume 6.8 or 6.9 billion bushels of com. We will 
probably produce less than that. How much less we can't tell but 
we will be drawing into the feed grain reserve. There is no question 
about this. 

So the crop conditions in the world have tightened up some. Fluc- 
tuation in the grain yield in the world is sul^tantial from one year 
to the next. You can't control that. 

UAEINO USE or PUBLIC LAW 480 

Mr. GiLMAN. Mr. Secretary, the distinction between the bill which 
the gentleman from New York, Mr. McHugh and I introduced — 
we proposed virtually identical legislation last year in that our bill 
would tie in the utilization to the existing agency of Public Law 480 
for emergency reserves rather than creating any new agency or es- 
tablishing a new institutional apparatus to administer the reserve. 

Do you have a comment about whether we should or should not 
use Public Law 480 for making use of the 300,000 tons reserve that 
you are suggesting ? 

Secretary Beboi^nd. May I yield to my colleague ! 
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Mr. Hatha WAT. We have never had any question about the creation 
of a new bureaucracy. We obviously require that our field force which 
is our U.S. Embassy and U.S. AID people are the ones that have to 
recommend that a state of emergency exists. They, plus our agricul- 
tural attaches, are the people on me ground that live with these situa- 
tions. They provide the crop estimates, our agriculture attache, and 
so it is our inteaition to basically use the Public Law 480 medianism 
for the distribution of this. Which title, I think is open to question 
and would have to be dealt with according to the circumstances. 

Mr. Gtluan. Thank you, gentlemen, for clarifying this issue. A^iin 
I want to commend the administration for wholeheartedly supporting 
tiie implementation of a new reserve program. 

Chairman Foley. Mr. Coelho. 

Mr. CoEi^Ho. Thank you, Mr. Chairman. 

WASHINQTON POST AHTICLE ! "bUSHEL FOS A BAKBEX" 

Mr. Secretary, can you tell me if any of the OPEC countries bene- 
fit from Public Law 480 i 

Mr. Hathawat. One of the m^nbers of OPEC is Indonesia which 
is a substantial recipient of Public Law 480 and also a very poor coun- 
try with significant balance of payments problems and significant 
problems of development. 

I believe that it is the only «ie that currently qualifies for Public 
Law 480. 

Mr. CoBLHO. Qualifies for ! 

Mr. Hathaway. That receives it. Obviously the countries t^at have 
high incomes are ineligible and since it is based upon a set of criteria 
which Congress has defined we never considered them. 

Mr, Coelho. I was in the district these past 10 days and the CMn- 
ment I repeatedly got was a bushel of wheat for a barrel of oil. 1 
guess there is some type of song out because it was repeatedly referred 
to. 

Can you comment on that proposal and I assume you read also Dan 
Morgan's article in the Post on Sunday where he basically advocates 
it is possible under certain circumstances. Could you comment on that, 
Mr. Secretary, as to possibilities of it ; and so forth ? 

Secretary Bergi^nd. Of course, $20 wheat is hard to sell to a poor 
country, $20 wheat is hard to sell to a rich country because they can 
buy cheaper elsewhere. You can't sell $20 wheat. It is pure fantasy. 
Besides that, wheat competes with rice. The Japanese are not going 
to buy $20 wheat when they can buy $9 rice. It doesn't make sense. 
People that write songs and articles sometimes don't think carefully 

' Mr. CoELHO. I don't disagree. What about Morgan's proposal that 
it not only be wheat but that we control all different types of com- 
modities ! He had a chart and everything else in that article. 

STATE TRAOINO COMPANY 

Secretary Beroland. He proposed creation of a state trading com- 
pnny, a U.S. Government owned corporation that would be in charge 
of exports. That is an idea which is currently pending in Congress. 
We don't think it would work as well as the present scheme but it is 
a legitimate idea. 
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We are the only country in the world that does not have a state 
trading company. At least, we are one of the few. But I have been 
in places where they have a state trading company and the efficiencies 
or inefficiencies of those enterprises are something you have to look 
at carefully. 

I dont want to mention any Government agencies in the United 
States hut there are some in this country that are as bad as some of 
the state trading companies I have seen. I think the competition which 
our present scheme invites is healthy. Grain companies competing 
with each other, some foreign, some domestic, the Government has a 
lole to play. We have a stabilizing impact by maintaining price sup- 
ports and certain concessionary facilities to help in this regard and 
the system works, I think, by and large very well. If I thought the 
state trading company could do better for us, I would recommend 
the change but I don't see that it can happen. 

Mr. CoELHo. Thank you, Mr. Secretary. 

Chairman Folet. I am delighted that this was brought up. I think 
of all the questions that have come up as to what we do in agriculture 
and energy, I think this is the most persistent and pernicious. 

CURRENT IMPORTS Of WHEAT BT OPEC COTTirnUBB 

Mr. Secretary, would you or Secretary Hathaway, mind providing 
tlie committee at this point in the record with the amount of current 
imports of Wheat by OPEC nations broken down by country with 
respect to this concept. 

Secretary Bergiand, We will be pleased. 

[The material subsequently submitted follows :] 
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Chairman Foley. Many of the people that are attracted to this idea 
have a vision of the U.S. starving out OPEC countries, particularly 
those of the Middle East. They oelieve we can make them beg for 
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food, thereby extracting oil. That is neither likely to happen or what 
the proposal is about. 

The proposal suggests creating a wheat or food cartel, of the kind 
that OPEC has created in oil. I think the impact on the U.S. con- 
sumers as well as other cash customers and recipients of food aid 
around the world needs to be examined in that process. 

Mr. CoiXHO. In your rec[uest of the Secretary, could he also pro- 
vide us on other commodities besides wheat? I think some of the 
questions I get are not only wheat but rice and other commodities. 

Chairman Foley. The material will deal with other export com- 
modities, surely. It is my experience that when many people think of 
OPEC they think primarily of the middle eastern countries such as 
Saudi Arabia, United Arab Emirates, Bahrain, Quatar and so on — 
countries in the Persian Gulf which have small populations, who eat 
rice as well as wheat and have the largest foreign reserves in the world. 
If you carry this simpHstic notion to its most absurd conclusion Saudi 
Arabia could afford to import wheat in the form of French pastries 
and airlift them to feed the entire country without draiting much of 
its foreign exchange. 

So, popular songs and commentators to the contrary. I don't think 
this is a useful or valid suggestion. Furthermore, it has become popu- 
larized in a way that distorts not only the reality of our strong export 
opportunities but the problems we face in petroleum as well. I think 
perhaps Mr. Morgan's article deserves more serious reply, however, 
because he is a serious reporter. 

Mr. CoELHo. He is not only a serious reporter but he is very capable 
and I thought it was a well spelled out article and it raises a lot of 
questions in my mind, 

I might add I have publicly been defending your position in regard 
to this, Mr. Secretary, oecause I feel you are correct, hut after reading 
Mr. Morgan's article there were doubts raised in my mind that maybe 
he did have some good points. 

I would hope the Department would be able to respond a little 
factually to the article so that I can defend it with my farmers who 
think that they have a gold mine there, in reaction to this. 

Chairman Foley. One of the things I agree with you on in terms 
of responding to Mr. Morgan's article is that he is a knowledgeable 
reporter. In my opinion, however, sometimes a carefully read article 
of that kind may oe one thing yet its impact on popular misconcep- 
tions may be very unfortunate. Similarly, an investigative reporter 
covering the energy situation who finds instances of price gouging or 
holding of products off the market might lead people to believe there 
is no problem or energy crisis at all. 

The problem is not with more serious articles themselves but with 
their extrapolation or corruption to support popular myths and mis- 
conceptions. While the notion that the Unit«d States can, by with- 
holding food, bring about an even trade of a barrel of oil for a bushel 
of wheat may not be what some intended, it is nevertheless what the 
public often thinks. Because of this, it is nonsense and dangerous in 
my judgment. 
Mr. CoELHo. It is a si mp listic view too. 

Secretary Bergland, We will provide this committee with a thought- 
ful and helpful and constructive response to Mr. Morgan's article. 
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[The material subsequently submitted follows :] 

TJSDA COUMBNTB ON THE WABHINOTOR FOBT ABTICIX 

"cBina n.B. wheat aoainst opbc : not as fab mttched as tou thimk" 

The "buBhelB for barrels" idea, PreBident Garter said recently, ts "a good bodk 
and a good slogan but It won't work." As the Department moat responsible for 
food and agricultural policy in tlie Carter Administration, TJSDA baa a re- 
sponsibility to correct tbe record on errors contained in a recent article in The 
Washington Post by Dan Morgan. 

The bushels for barrels Idea is derived from a genuine frustration felt by farm- 
era and otbera with respect to actions by the Organization of Petroleum Export- 
ing Countries (OPEC). While these concerns are real, It would be a mistake to 
Jeopardize our export capability through adventures that are not economically 
sound. Exports are too Important to our agriculture and to our economy. 

In bis article, Mr. Morgan adopts an export strategy which makes several as- 
sumptions essential to Its successful implementation. Mr. Morgan's assumptions : 

(1) Only the United States and Canada can supply OPEC's wheat needs. 

(2) Canada and perhaps other wheat exporters are ready and willing to Join 
us In a wheat cartel. 

(8) Developing countries would benefit from higher prices for the wheat they 
import from the United States. 

(4) Burgeoning populations in the OPEC nations will make tbem permanently 
dependent on U.S. food. 

(6) America's farmers are ready to submit to a Federal super agency that 
would tell them how much to market, when, and at what price. 

None of these assumptions will stand examination. 

The OPEC nations are not highly dependent on the United States for wheat. 
In 19T8, they Imported about 10 million metric tons of wheat, only half of which 
came from tbe United States. The estimated world wheat supply in the year ahead 
will be K15 million tons, of which U.S. wheat will make up only IS percent. Obvi- 
ously, the United States does not control the world's wheat supply, and the OPEC 
nations could turn entirely to other suppliers, aon^e of which could readily expand 
production. Western Europe ia exporting. Turkey, Greece, Romania, and Sweden 
are among the countries where wheat exports could be expanded in response to 
higher prices or to gain a foreign policy advantage. Similarly, the world's rice 
prodacing countries would be willing and anxious to step in to fill the market 
needs of those countries whose market we have abdicated by creating a strong 
price advantage for rice. 

Even should a wheat cartel be created to include Canada, this would by no 
means assure world dominance, since these two countries account for only one- 
flfth of world production. With some 400 million tons in the hands of other coun- 
tries this year, the OPEC nations would have little difBcnlt? in obtaining their 
modest requirements. Moreover, a wheat cartel would be extremely difficult to 
enforce, and the other exporting countries have shown no desire to Join In such 

It is true, as Mr. Morgan writes, that OPBC Includes some populous countries. 
However, 9 of the 13 member countries and those which are the richest and most 
tnfiuentlal liave populations of 16 million or less. Their population growth does 
not suggest complete food dependence on the United States. Last year, OPEC 
nations obtained from the United States only 19 percent of their total Imports 
of food, and they seem to have a policy of dlversi^Ing their sources still further. 
It is in the Interest of America's farmers to expand that market, not to abandon 
it to other suppliers. It Is especially important that we not adopt pricing policies 
that would punish the poor countries of the world and abut off their develop- 
ment aa a U.S. market. (Last year, developing coimtrlea Imported 21 million tons 
of U.S. wheat.) 

Mr. Morgan suggested that, to effectively set world wheat prices, the United 
States would have to create something like a national grain board. We agree. We 
do not agree that most farmers are ready for such a major new Federal Interven- 
tion In production and marketing. Tbe current program, based on the voluntary 
set-aside of acreage and a farmer-owned reserve, are operated mostly by farmers 
themselves. These programs are succeeding in their price and stablUzatioti 
objectlvea. 
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Finally, It Is imporUnt to keep OPEC wheat needs in perspective with U.S. 
petroleum needs. Last year, the United Statee paid $26 billion for OPEC oU, 
while OPEC Imported only $SGO million In U.S. wheat and S2^ billion in all 
U.S. farm products. If as some bumper stickers would have it, OPEC could be 
persuaded to exchange a barrel for a bushel, our barter of 5 million tons of wheat 
would bring ns an amount of crude oil equivalent to only 10 days supply In the 
United States. 

The Administration is proud of Its efforts to use "food power" for the benefit 
of American farmers. Since President Carter came Into office, U.S. agricultural 
exports have increased almost $10 billion or 4S percent. Net farm income has 
increased $14 billion to an estimated $33 billion this year. We have taken new 
steps to strengthen our ability to exxtort, through creation of trade offices, new 
credit vehicles, and Increased expenditures for foreign market development. 

Our objective Is to expand exports— not to Jeopardize them through unreaUsUc 
export control schemes. 

Mr. CoELHo. I was impressed with his chart that was a part of 
that story. I would be interested in seeing response from the Depart- 
ment in response to that chart. I thought it was an intriguing report. 
Thank you,Mr. Chairman. 

Secretary Beroi.ani>. We don't take lightly the awesomeness of 
the state owned trading companies with whom we do business. The 
Soviet export club is the biggest grain corporation in the world and 
they are good tough merchants. They picked our pockets before 
and we are not going to let them do it again and not even giant grain 
companies are a mat3i for them. 

It does require affirmative aggressive action on the part of the 
Government of the United Stat^ to deal with some of these enter- 
prises, and we do indeed. 

We move hard on them, so I am not one who advocates complete 
withdrawal of the Federal role in trade matters because we will get 
our pockets picked and turned inside out. The question is what is an 
appropriate and effective role for the U.S. Gtovemment to play in 
these matters. 

Chairman Foley. Thank you Mr. Secretary. Mr. Lagomarsino. 

Mr. Lagomarsino. Thank you Mr. Chairman. 

Mr. Secretary, my colleague from California Mr. Coelho, asked 
exactly the question I was going to ask. I just got back from Cali- 
fornia too and that is what the people are talking about out there. 

AOREEMENTS WITH OTHER GRAIN PROOTTCING CODNTRlEfl 

I would agree with Chairman Foley, obviously the TJnited States 
can't just price its wheat at any particular price and expect we will 
continue to sell that wheat in competition to other countries that 
don't raise prices, but people ask me why can't we have agreements 
with other grain producing countries like Canada, Australia, Argen- 
tina, and so on ? What is vour answer to that ? 

Secretary BBROLANn. We met with the representatives of the Gov- 
ernments of Canada, Argentina and Austria in Canada recently to 
discuss the world wheat situation, looking at supplies and demand 
and internal policies. We know the Australians are sitting on, what 
is for them, a substantial reserve. The Canadians, as well, have rather 
substantial reserves. 

Neither of their reserves are big in relation to the total world of 
wheat supply but we wanted to know what they planned to do, find 
their plans are to hold their wheat. They are not going to wreck 
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their ^steins by dumping that wheat into the market. They cant. 
They don't have the physical capability or port oapacity. 

Second, they don't want to for obvious reasons. Namely, they want 
to hold the wneat and feed it in in an orderly fashion. 

We never discussed the so-called cartel concept in that meeting in 
Canada for a lot of reasons — mostly, .because there is no such thing. 
While the four of us represent 80 or 90 percent of the world wheat 
exports none of us are the world's biegest wheat producer. The 
Soviet Union produces more wheat than the United States and Cana- 
da combined. And you can't have any kind of discussions without 
including the Soviet Union and major importers which would in- 
clude Europe, Japan, the developing world and include consider- 
ations of rice pricing policies. 

So we don't think a cartel per se is anything more than a fantasy, 
but we do think moderation in these world wheat markets, by in- 
troducing a reserve strategy to soften the impact of good or bad 
weather does make sense, and we are pursuing that on a continuing 
basis. 

CORN EXPOBTS TO MEXICO 

Mr. Laoouarsino. Could you tell me, if you have the figures avail- 
able, how much com we export to Mexico ! 

Secretary Berqland. I dont have that offhand. We can get it for 
the record. 

[The information subsequently submitted follows :] 

In fiscal 19TS U.S. corn exports to Mexico totaled 1.723 million metric tons 
valued at J187.8 million. Through May cumulative fiscal 1979 U.8. corn exports 
to Mexico totaled 313,000 tons valued at S36.4 million. 

Secretary Beroland. Mexico is becoming an increasingly important 
customer for us in the United States in agriculture. Total agricultural 
exports this year we estimate will be close to 130 million tons — a new 
record high — which will earn about $82 billion, also a record high. 

Of the total amount about half of those will go to developed coun- 
tries like Japan, Europe, Canada and so on. Arout one-third will go 
to the so-called developing world, Mexico, Southeast Asia, Korea, 
Taiwan, and Africa, CentnJ and South America. 

About one-sixth will go to what we used to call Communist coun- 
tries but now that they have money we call thean centrally planned 
economies. That includes the Soviet Union, Poland, Hungary, Ru- 
mania, Yugoslavia, and more recently the People's Republic of China, 
They will be buying close to $1 billion worth of agricultural produce 
from us this year. It is probably a permanent trade policy with them. 

Interestingly, there is a lot of attention focused on Soviet crop con- 
ditions. The markets are excited about what might come of this. If the 
Soviets buy all the wheat and all the grain that has been expected 
by some, their purchases will be something less than the Japanese buy 
every year. However, the Japanese purchases go on without mudi 
fanfare. 

Mr. Lagoharbino. I assume when you said you would furnish the 
committee and the members copies of your answer to the Morgtui 
article, that includes both committees and all the members of Imth 
committees. 
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Secr^Ar; Beroland. We will. We will be maintaining separate rec- 
ords of these proceedings. 

Chainnan Foley. There will be one record but it will be published 
as a joint hearing. Anything that the Department provides, Mr. Sec- 
retary, will be made available to individual members by the staff. Mr. 
Stenholm. 

SET-ASIDE FHOORAU 

Mr. Stenholm. A couple of comments and something to interject 
into the record, particularly since the discussion date of the 1979-80 
wheat progiam has been moved up to July 16. I hope that in the 
Department's deliberations on what we are going to have in the way 
of a wheat program for the United States for this coming year we 
take into consideration, which I agree, that the argument for set-aside 
appears to be very low today with the demand for wheat but we also 
recognize that weather can change in tiie other direction. 

Personally, I see a lot of merit to what we are discus^g here today. 
As a farmer we are usually on the other side of this issue because in Haa 
past reserves have also tended to lower the price of wheat to the fanner, 
but I see a lot of merit and I am going to be very much supportive of 
this general direction. But I hope we recognize the reserve is working 
very well today and I want to commend you publicly for this. 

We have been on the opposite side in some cases, on the cotton set- 
aside, where we disagreed out in this case the reserve is working. It is 
putting money in the fanners' pocket. It will get the 3.7 return <Hi 
equity up in 1979 and credit is going to be given where credit is due. 
But I hope that we will recognize we need to increase the release level. 

Secretary Beroland. You talk about 1980. 

RELEASE LEVEL 

Mr. Stenholm, For 1980 we need to work on increasing the release 
level to see if we can extract a few more dollars from the Soviet Umon 
should they be back in the market. We did a much better job than we 
did 4 years ago in this. I hope we keep this in mind as we deliberate 
this buying target, 

I don't want to get into numbers but I shudder to think in terms of 
$3 wheat. I think it is ridiculous and I think what the U.S. bakers are 
doing right now in the letter they are circulating around the Hill is a 
tragedy. For someone who purportedly speaks to the free enterprise 
system, as busine^ so often does, to have a letter I have and I am sure 
all my colleagues have received, saying $4 wheat is a tragedy upon tiie 
U.S. consumer. I am rambling a little because I am trying to repeat 
some of the points that have been made, particularly the last statement 
of Mr. Coelho and that the chairman amplified on. 

I hope in putting together this package we keep in mind that 3.7 
percent return on equity in the farm sector is still too low, just as it 
was last year and that the release level on farmer owned reserve needs 
to increase. We need to keep this in mind. I know as a farmer myself 
we are talking about such a small percentage of our total wheat crop. 
I don't mind putting 5 percent of my wheat into reserve for humani- 
tarian reasons. I don't mind the Government being the body to do this 
because I think it is the only one that can logically do it, but if we 
allow the bakers' philosophy to become embroiled in our deliberations 
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on the 1979 wheat crop, I am afraid we are going to see $2.60 wheat on 
every bushel produced in 1980 if the Grood l&rd olessea us and we have 
a bumper wheat crop, 

I Uunk this is very important as we put all of this together, that you 
keep in mind that the price of wheat today is approaching a fair price. 
It still has a way to go but it is moving in the right direction. 

I can say to you this year I made a profit on my wheat croip and it is 
a good profit. I am looking forward to doing it again next year and I 
realize if we should allow mis reserve to go into bemg, to become a bur- 
den on the market that we do not have a set-aside and produce a lot of 
extra grain, the U.S. wheat farmer could be the only one to share all of 
tjiese humanitarian causes and I hope all of our colleagues will l^ep 
fiiis in mind as we deliberate the policy and I hope particularly the 
department does. 

WHEAT PROGBAU OFTIONS 

Secretary Bergland. Mr. Chairman, briefly in response, if I may, 
we will be publishing a crop report on U.S. wheat crop conditions 
tomorrow afternoon. In that same report we will be updating the 
world crop situation, including estimates of wheat production. We have 
a public comment period on the 1980 program open until July 17. 

We are now in the process of setting forth wheat program options — 
what alternatives there are for 1980, on the basis of what we know to 
be the facts particularly after this crop report tomorrow. Hopefully 
we can make a decision by the end of next week on the 1980 provisions 
which will include looking at options on loan rates, and reserve re- 
lease prices, as you mentioned. 

You are right, this is a matter that must be examined carefully in 
the context of today's market conditions which are different than last 
year and they may change in 1981. That is the advantage of this pro- 
gram. You can adjust it to accommodate whatever takes place. 

Mr. Stenholm. One additional point. If the thinking is that wheat 
going up $1 a bushel is a tragedy on the U.S. consumer, that insults the 
intelligence of every farmer in the United States, I think of every 
consumer in the United States. I want to double underline that fa<rt; 
in your deliberation. 

Secretary Bergland. There are still some people in this town who 
believe there is such a thing as a free lunch. 

Chairman Foley. Mrs. Fenwick. 

OFEO IMPORTS OF U.S. GOODS 

Mrs. Fenwick. I think this has been a most useful and fine meet- 
ing. As you know, New Jersey does not produce large quantities of 
wheat and rice. I am concerned, also, with this "bushel of wheat for a 
barrel of oil." I think it could be most useful if you could get from the 
Department of Commerce what those OPEC countries import from 
us in the way of manufactured goods, services, pharmaceuticals, and 
«> on which they can easily buy from West Germany, Switzerland, 
Sweden. France, or England. If we start any food war it could have 
tremendous impact on the American economy from the point of view 
of iobs and sales from our country to those countries. 

[Material subsequently supplied follows :] 
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UNITED STATES: TOTAL TRADE WITH OPEC, AKKUAL ISTJ-n 
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Mrs. Fbnwick. I have received very clear figures from the Depart- 
ment of Agriculture in my efforts to respond to these "bushel of wheat" 
questions. It is quite clear we have no real hold over those countries. 
The big suppliers of oil have very small populations and could, as 
the chairman said, buy French pastry if they wanted to any time to 
feed their people. 

Where we would cause trouble and hardship would be in Equador 
and some of the other suppliers, Nigeria, although it is our second lar- 
gest supplier of oil, is also very deficient in food and has something like 
80 million people. The foreign policy repercussions of any such hard 
policy as usine food as a tool I think would be detrimental to our stand- 
ing in the world generally. 

i cannot understand how it is that the very sensible program that 
you have, which is working so well, buying from the farmers when 
the price is low and they are in danger of being wiped out with $2 
wheat is even questioned. It seems most sensible and I have tried to tell 
my people in New Jersey, in my newsletters, that what the farmer gets 
out of a loaf of bread is almost nothing; 8 cents, according to the De- 
partment of Agriculture figures. They insist a loaf of bread only costs 
38 cents. In New Jersey I can tell you it costs alxiut 60 and the farmer 
still is only getting 3 cents. I am trying to exempt all food from the 
Interstate Commerce Commission regmations which would cut — ac- 
cording to Deputy AttomM- General Schoenfeld in charge of anti- 
trust — would cut the cost oi distributing food between 19 and 33 per- 
cent 

If we can do that, that little tiny bit of wheat increase would be 
nothing, and I would urge those people from the farm States to co- 
sponsor this hill which would make it clear that you can have bread and 
a great many other processed things a lot cheaper if you simply let the 
independent trucker carry it instead of the f ranchised. 

DONOR WHEAT COUNTRIES 

I would like to ask you some questions, though, if you would. Which 
are the other donor countries of wheat ? You spoke of donor countries 
of wheatordidyou mean countries that give money to buy wheat when 
there is famine? 

Secretary Beroland. Mrs. Fenwick, may I yield to my colleague ? 

Mr. Hatha WAT. Canada and Australia give their food aid donations 
in wheat. The European Community provides grain, also. Surpris- 
ingly, although they are a developing country, Argentina is also a 
food-aid donor in relativelv small quantity, but these are the countries. 
I believe also some of the Scandinavian countries are donors, but they 
largely give their donations in the form of cash and, in some cases 
other commodities. 

Mrs. Fenwick. Now the producing countries, as I understood it, 
Canada, Australia, Argentina, and the United States, they do 94 per- 
cent of all the export;s of wheat ? 

Secretary Beroland. Yes ; that is correct. 

Mrs. Fenwick. But the Soviet Union produces more than all these 
combined! 

Secretary Beroland. Produces more than the United States and 
( lada combined, that is correct; because they use a tremendous 
mount for feed to satisfy their livestock demand. 
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Mrs. Fenwick, More than the United States and Canada! 

Secretary BERaLAND. Yes. 

Mrs. Fenwick, They don't grow com ? 

Secretary Berolakd. Not much com. They are far north, you know. 

WHEAT TO BICB-EATINO CODimaES 

Mrs. Fenwick. What happens when we try to give wheat to coun- 
tries such as Bangladesh which I would imagine would he more of a 
rice-eating country 1 Is there some difficulty in sending wheat to coun- 
tries that are accustomed to rice ? 

Secretary Bebgl.ani>. In some instances it is a matter of building in- 
frastructure. In China the Chinese don't know what bakery bread is 
like. There is a proposal to build a demonstration bakery in China as 
part of a joint venture between the USDA and Western Wheat Asso- 
ciates to demonstrat« and test the feasibility of this. If they get a com- 
mercial baking industry going in China they will become a more im- 
portant market for wheat. 

That is true in Japan. The wheat industry was nonexistent in Japan 
until the late 1940's, and they developed an industry — an appetite, a 
taste for it — and it has displaced a lot of rice in that market and they 
have rice coming out of their ears as a result. 

Dr. Hathaway, could you respond to Bangladesh ! I don't know that 
plac« well. 

Mrs. Fenwick. It was stored and they couldn't get it up-country. 
There was no distribution. 

Mr. Hathawat. Their entire system has historically been organized 
to collect surpluses from rural areas and move them to urban areas. 
Thus, when they have severe problems in rural areas ; they have always 
had a distribution problem. But directly to the wheat issue : At one time 
the subcontinent of which Bangladesh used to be a part, was one of 
the major wheat exporters that helped build the industrial revolution 
in Western Europe, particularly in England, so wheat is not exactly a 
new food there. 

In fact, in Bangladesh there is a substantial and increasing wheat 
acreage even though they are predominantly rice eaters because their 
climate is such that they can raise rice in the wetter seasons, and wheat 
won't grow in a wetter season. It is not a unique food in the subconti- 
nent and it is widely used and no particular problem. 

Mrs. Fenwick. I see the red light but I have one more. Was that a 
typographical error at the foot of page 3 in which you reported the 
storage costs of 2.6 metric tons — ^you mean to change tiiat to 1.2 ; right I 

Mr. Hathawat. It should be "not" instead of "now." 

Secretary Berolano. A typographical error for which we apologize. 

Mr. Hathawat, It is also bad grammar. 

Mrs. Fenwick. Tell me how to correct it. 

Mr. Hathawat. What it says basically is if we bought the additional 
amount you would add $50 million to CCC cost for storage and interest 

Mrs. Fenwick. That would be additional? 

Mr. Hathawat. An additional $50 million. 

Mrs. Fenwick. What if you got up to four? 

Mr. Hathawat. It is $50 million beyond the cost we already have. 
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Mrs. FzfTwicK. Suppose you had 4 miUitm. 
Mr. Hathaway. We already have the rest, the 1.3. 
Secretary Beroland. What would the cost be on a per Mimim basis 
is the queetion. 
Mr. Hatioawat. About $75 million. 
Chairman Folbt. Mr. Wolpe. 
Mr. Wolfe. I yield to my colleague. 

FIIOFOSED STOBAOB STFES 

Mr. FrrHiAN. Thank you. I am happy to see you here this morning, 
Mr. Secretary and Dr. Hathaway. I am wondering if you could shed 
light on the proposed storage sites that you indicated toward the end 
ofyour testimony, Mr. Secretair. 

Innderstand the desirability of getting as close to the export mar^ 
ket as possible. Will these be leased sites, constructed sitesf Do you 
have them already in mind ? Will you be competing with the regular 
commercial trade? 

Secretary Berqland. They would be leased sites for the most part. 
I don't think we own any property. We dont have title to any prop- 
erties that are suitable for tnis purpose so it would be leased properties. 

We would obviously want to place their grain in such locations 
as would not complicate or disrupt or bog down the deliveir ^stem. 
We are going to move 130 million tons of produce through the system 
this year to export locations and it would make no sense to overtax 
the working f adlities. 

I am told there are unused warehouses in places that could be leased 
at modest cost that are not now working houses for the commercial 
trade. I dont know where they are, though. I cannot be very explicit 
with you. 

MOVCfO OBAIN SUPPLIES 

Mr. FrrHiAN. My concern stems from some of the problems we 
have had in the recent past about moving grains, either down the 
Mississippi or whatever and at the same tmie the loss of certain 
storage capacities at some of the terminal elevators because of some 
accidents we have had. It is my general impression we were already 
in a bit of a bind in terms of storage facilities. 

Secretary Bxrqland. We are close to it. There have been 135 grain 
elevator explosions in the last 10 years. In the last 2 there have been 
two major explosions in the Gulf of Mexico, one at, I believe, Houston, 
Tex., or Gralveston, the other in New Orleans. That tended to limit 
our commercial capacity, 130 million tons moving into export is going 
to test everythii^, both storage and transportati<Hi. We still nave 
excess capacity. Some Commerce Department estimates are jud^ng 
that we have perhaps another 10 million tons of spare delivery ca- 
pability but it IS getting out to the edge of our capacity. We would not 
put grain in such a place that would limit that. That would make no 
sense. 

Mr. Ftphian. I thank the Secretary. The last time we got involved 
in major storage in the bygone years the public got pretty weary of 
t tax dollar drain on storage. Did I understand your answer to 
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Congresswoman Fraiwick correctly that the cost of storage of this 
grain will average out at present prices of $75 million a year* 

Secretary Beroland. The cost of storage and interest on 4 million 
. tons would be about that yes, sir. 

Mr. FrtHiAN. Thank you, Mr. Chairman. 

Ohairman Folet. Mr. ThtHnas. 



Mr. Thomas. Thank you, Mr. Secretary. Your timing was perhaps 
a bit poor, after the week's recees. We have all been bombarded with 
the buahel of wheat, barrel of oil argument and I realize it as a sim- 

flistic one. I realize it does not work but perhaps with some seniority 
could give the answer the chairman gave. But until I get seniority, 
as a freeman I am going to respond to their concerns bemuse in talk- 
ing to the more sophisticated farmers the reas<ms I get from them i& 
of course, we can't talk about a bushel of wheat for a barrel of oil 
but the OPEC nations — if we can abstract It to a higher level — are 
taking what they have and utilizing it in a foreign policy manner 
uid the concern a lot of farmers have in my area is perhaps they don't 
see any kind of a game plan ibased upon the <Mie thing I think that 
saved us on balance of payments in the last several years. That is our 
agricultural produote. Perhaps it could not be utilized every year but 
they would like to see some kind of game plan so the United States is 
not taken advantage of when another major nation has a crop failure. 

You indicated that Soviets were very good traders. My understand- 
ing is everyone else in the world are very good traders, if we could 
show some kind of profile of utilizing our agricultural exports along 
some lines of usage which has beem thought out ahead of time so there 
is a game plan invidved. That is the abstracted position a lot of my 
sophisticated farmers are in. lliey don't see it. 

Secretary Bqioi^nd. There is a strategy obviously but it has not 
received the attention of the public which is unfortunate. The fact is 
the Canadians and the Mexicans are major suppliers to the United 
^atea of energy, neither of which are members of OPEC but neither 
would sell it for lees than the world market price anymore than we 
don't sell wheat for less than the world market price. We get the 
highest price for wheat we can get. That is true and that is the 
nature of trade. 

Now, we have trading programs going with these countries but we 
don't barter in l^e sense of the word that we don't settle out the 
account with wheat or any other commodity. We settle with the 
dollar. It is a far more convenient medium and until we g* in the 
po6iti<Hi where we can tell a major oil producer that we no longer 
want their oil, we are not in a veir good bargaining portion. 

As long as we have this insatiable appetite for oil and we are out 
buying it in the world wherever we can and paying whatever tJie 
market price demands, we are in a weak position. 

If we can get an energy policy that can put us in a poSKion where 
we can tell anybody in the world that you can take your oil wid you 
know what, then we are in a position to deal effectively and hard, but 
until we are strong enough to deal with them on that basis we are 
going to get fleeced. 
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BICB PROBLEM WITH JAPAN 

Mr, Thohas. Could you explain to me what the Agriculture Depart- 
ment of the U.S. Government has done in regard to the recent rice prob- 
lem with Japan. My understanding is that the Japanese intervened on 
a sale of rice to Korea and in fact it constituted dumping on the part 
of the Japanese government in an area that we almost had between 
300,000 and 500,000 metric tons deliverable from the United States and 
now in fact the Japanese are not going to bo able to meet the delivery 
dat« that was ostensibly the reason for Korea switching from American 
rice to Japanese rice, as an area of the Amerioan Government having a 
thought out plan to deal with foodstuffs in the United States, 

Secretary Beholand. I will ask my colleague to respond. May I say 
in summary, Japan has become a very big and important martet for 
U.S. wheat exports. Wheat is going into tlie Japanese market and is 
displacing their own rice and they have rice coming out of their eaiB. 

Mr. Hathaway. Essentially the Japanese support the internal pries 
of rice at an extraordinarily high rate, something in tii& order of $20 a 
hundredweight or slightly more than that. Obviously it has a negative 
effect upon Qieir own consumption level and they have accumulated a 
substantial quantity of that rice. 

Part of that rice is being made available under their food aid pro- 
gram. Part of that rice was intended to be fed at subsidized prices in- 
ternally in competition with our feed grains and then the Koreans 
having indicated they were in a world market for rice but they want 
venr specific kinds of rice. 

■Oiere are quite specific varieties of rice and the Koreans want a 
very specific kind of rice. One of the potential suppliers of that was 
Japan. When they came to the United States and apparently, we are 
told, found they could not find adequate quantities of that rice outside 
of CCC stocks, and given the fact that we are not in a position and 
did not believe that it would be wise to change the rules in the middle 
of the game to sell CCC stocks in competition with rice that our own 
producers have not yet sold, the Japanese then made an offer. We 
have informed the Japanese Government that we view this with some 
concern. It is clearly an export subsidy and one that we view with 
concern. We have been assured it is a onetime matter only. 

As to the timing of the issue, I think that has always been a very 
cloudy matter as to whether the supply situation in Korea required 
that tney have it when they first said they would require it. 

Chairman Fouit. Mr. Fascell. 

Mr. Fascbli. Thank you, Mr. Chairman. 

PROVISIONS AND LIMITATIONS OF SECTION B 

Mr, Secretary, would you take me step by step through the limita.- 
titms in section 5 as they apply to this bill. 

Secr^AiT Beroland. Secticoi 5 — may I yield to my colleague who has 
the bill before him I 

Mr. Hathaway. Secti<Mi 5 essentially would allow 

Mr, Fascell. That is the release authority, is it not ? 

Mr. Hathaway. It is the release authority. 

Mr, Fasceul. Tell me how It worka 
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Mr. Hathaway. The limiting factor is section 401 of Public Law 
480 which says that the Secretary, before prolamine; any quan- 
tity to Public Law 480, must determine that there exists a supply 
adequate to meet domestic needs, expected commercial exports, and 
provide for an adequate carryover. In the event that the total supply 
does not meet these needs, this reserve would be called into use. 

Mr. Fasceli.. Excuse me, the level under Public Law 480 Act is a 
domestic level and an export level ! 

Mr. Hathaway. Commercial export level and carryover level. 

Mr. Fabceli.. That is your total wheat ; that concept. 

Mr. Hathaway. Bight. 

Mr. Fascell. When you reach that level is that the only time yon 
can release out of reserve for emergency purposes ! 

Mr. Hathaway. As this is now written that would be the only time 
except for the language that specifies, starting with line 19, that up 
to 300,000 tons could be released on an urgent humanitarian basis in 
order to meet short-term re<}uir8ments. 

Mr. Fasceij.. That proviso means notwithstanding the limitations 
and criteria in Public Law 480, that you could release up to 300,000 
tons} 

Mr. Hathaway. That is correct. 

Mr. Fascell. Did I understand you to say there could be other 
releases? Did I misunderstand, you release into domestic supply? 

Mr. Hathaway. No ; we do not. 

Mr. Fascell. I am still not clear on it. Let me see if I understand 
this. Let me ask the question another way. Suppose you don't reach 
the level of total wheat which is perceived in the Public Law 480 
Act — the limitation mentioned in 401(a): and you have a wheat 
reserve. Can it be released for any reason other than the proviso 
starting on line 19 ? 

Mr. Hathaway. Not as I understand the proposed legislation. 

Mr. Fascell. Is there any limitation in the proviso on uie number of 
countries? 

Mr. Hathaway. No. 

Mr. Fascell. In other words, if there were, as I see it, urgent 
humanitarian relief, a major disaster, both of those determinations 
have to be made by the President first or there would be no release, 
so it would have to be an urgent humanitarian relief and a country 
which suffers a major disaster it would have to be both of those 
criteria determined by the President before there would be any relief 
up to 300,000 tons with no limitation on the number of countries. 

Mr. Hathaway. That is my imderstanding. I am reminded that 
there are certain countries that might meet both of those criteria and 
still not be eligible because there are certain prohibitions in Public 
Law 480 as to recipients, namely, parts of Indochina. 

Mr. Fascell. How is this law written 1 1 guess since it is a new act — 
therefore all of the criteria provisions, restrictions and limitations in 
Public Law 480 which are not expressly modified in this bill still apply. 
Is that what you are telling me ? 

Mr. Hathaway. I would assume so. In other words, prohibitions 
against use in certain countries, I assume, would apply . 

Mr. Fascell. It seems you went to the whole act itself because I 
notice in section 9 you have a distinct waiver in section 9 as to the ap- 
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plicability of Public Law 480 when it comes to aa^uiaition, storage, 
or disposition. It says "except the funds and authorities of the Com- 
modity Credit Corporation." Now that is in a separate act, is it nofi 
Mr. Hathaway. Yes. There are a number of limits that apply that 
are not in Public Law 480 regarding the resale provisions from CCC 
stocks among other things or the use of CCC stocks. 

Mr. Fascell. Those are all waived only for acquisition, storage, or 
disposition. I see. Then I gather the way this thing works is that 
Commodity Credit would pay all the cost, including storage, recycling, 
maintenance, and transportation, or whatever it is, and then you would 
come to Congress to reimburse the Commodity Credit Corporation- 
Mr. Hathawat. Yes. 

Mr. Fascell. So this law then has authority to advance out of CCC 
for all of the purposes of this reserve act t 
Mr. Hathawat. Yes. 

Mr. Fascell. Then you would come back to Congress to replenish 
CCC financially? 

Mr. Hathawat. That is correct; but it should be pointed out that 
the section 5 criteria are really very tight criteria regarding release 
80 it is not a question that this would be released in a rather random 
fashion — 401(a) criteria are very tight, 

Mr. Fascell. That is the way it appeared to me. The additional 
tightening in this bill along witn what is already in Public Law 480 
seems to me to counter the arj^ment thoroughly about the fact that this 
reserve in some way would be an overhang on the market. I don't 
understand that. 

Mr. Hathawat. I was never terribly persuaded by that argument be- 
cause the criteria we have discussed with wheat producers are such 
that it is not available unless you are able to say that, in essence, 
the market is so tight there is not enough wheat available for Public 
Law 480 purposes- 
Mr. Fascell. Thank you very much. 
Chairman Folet. Mr. Pritchard. 

transportation costs 

Mr. Pettchard. I want to say to the Secretary I think this is a good 
program. I also want to congratulate you for your courage in the past. 
I know it has not always been easy but I, for one, have appreciated it 
and have a high regard for some very tough stands that you have 
taken. 

Secretary Bergland. I stood for election five times, four of them 
successfully ; and anyone that can stand that test can survive this job. 

Mr, Pritchard. Can you describe how you handle the transportation 
costs when you move this out of the reserve to underdeveloped nations? 

Secretary Beholand. May I yield to my expert. 

Mr. Hathawat. Basically this would be handled in the sume fashion 
as Public Law 480 and that is done on a competitive basis. It is handled 
by the requirements that are normally applied under such conditions 
and we would have to reimburse at least part of the transportation cost. 
We do that now under Public Law 480. 

Mr. pRrrcHARD. What is the Twrcentaee! Is there a percentage that 
to go on American ships and how does that work t 
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Mr. Hathawat. On titles I and III it is 50 percent. I am not sure 
what the stipulation is on title II but I believe all Public Law 480 is 
50 percent. 

Mr. Prttchabd. What are the costs in that factor ? 

Mr. Hathawat. That is very difficult to estimate because it varies 
substantially depending upon the nature of the freight market, the 
bulk cargo market, and also depending upon the end location and racil- 
ities they have for unloading. 

It would be very difficult to give a hard figure. In recent weeks the 
bulk careo market has tightenSi so substantially that I assume those 
price differentials would have narrowed. In some periods when there 
are large bulk q^uantities around that are not under lease the differen- 
tial might be quite wide. 

Mr. Pkitchard. What percentage of our costs do jou estimate are 
attributable to transportation f 

SHIFFINO FB0VI8I0NB 

Secretary Berqland. While they are debating that answer may I ssy 
the American preference for shipping provisuma does present some- 
tiling of a problem for us from time to time. At the moment the only 
suitTus shipping capacity in the United States is tanker bottoms. Oen- 
eral cargo spaces are generally all tied up with the activity in trade 
matters. We find that tankers are not a. very good or suitable vessel. K 
requires special offloading equipment and vacuum powered machin- 
ery. Some of the sophisticated ports in the world have this equipment 
and they can handle tanker trade but the countries that receive Public 
Law 480 grants frequraitly have a primitive offloading capability and 
they can't handle the tanker. 

It means we have to move in and they have to handle it by huid, 
move it by hand literally into lighters and it is a very expensive entex- 
prise when you take all that into account, but we comply with the law 
and we are not recommending a change. 

Mr. Pbitchabd. When you dont have suitable ships that you can 
use, that is, American ships, you dont have any flexibility. 

Secretary Beroland. We have some. I would have to ask my col- 
leagfue. Do you have the numbers on costs? 

Mr. Hathaway. We pay all the shipping costs on title I. This year 
we estimate those at $180 million. We pay only the differential be- 
tween the U.S. flag carrier oa title I ana we estimate for the current 
year that will be $90 million on a. differential between that and the 
carriers that countries otherwise would get. But in answer to your 
last question, yes, we have flexibility. Our objective is specificaUy to 
average out over the year. 

Mr. Peitchabd, Tliank you, Mr. Chairman. 

Chairman Foley. Mr. Weaver, 

Mr. Weaver, Thank you, Mr, Chairman. 

national grain board 

I want to compliment the chairman for introducing this bill and 
holding the hearings and, Mr. Secretary, you for your always coum- 
geous initiative. I wish the same could be said for my NtMional Grain 
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Board bill which I understand has been subject to discussion today 
which would complement this bill very well. 

I keep seeing a misunderstanding of what we are about in tiyingto 
create a National Grain Board, and of the slogan barrel for biiabd. I 
coined the slogan barrel for bushel, about 5 or 6 years ago with a very 
ainiple purpose. Ten years ago, wheat and oil were the same price. 
Today oil is fire times the price of wheat, and how much longer can this 
Nation go on buying high and selling low ? 

Secretary Berolan'd. It can't. Absolutely cant. 

Mr, 'Weaver, But it is still c<Mistantly criticized for being a rigid oi! 
for grain proposal. That is not what this grain bill is about at all. It is 
simply to raise the price of what we sell, to raise the price of our grain 
in the same way the Arabs raised the price of their oil. 

I guess Dan Morgan's article in the Post was discussed today also, in 
which he points out the OPEC nations can afford to pay more for our 
grain. That is not what my bill is about, what it really is about is to 
make Japan our largest customer, Soviet Union, our next largest cus- 
tomer, pay higher prices. The Soviet Union pays for our grain with 
gold that nas now grown in value nine and tenfold in the last 10 years 
while our grain is only up two or three times. Japan has 26 billion of 
our dollars in surplus, a situation that cMitinues to the detriment of 
our economy. The only way we can change this— as I say it comple- 
ments this food security bill very well — is to ct«ate a National Grain 
Board and set our price That is the only way. There is no other way. 

I say it complements the bill we have for discussion t^ay because 
this is the only way we can aid the Tbird World countries to develf^ 
their own agncultural resources. 

Now I think you know the famous story of Zaire where tiie Zurian 
farmers were driven out of business and into the cities to go on the 
bread lines where they received our cheap wheat. 

Also there are some Third World countries that export grain, India 
has been exporting for several yearSj buying expensive oil and selling 
their grain cheap similarly to us. Neither they nor we can tolerate the 
way it is going so I plead with you, Mr. Secretary, to reexamine yonr 
position on the grai n board bill. 

I would like to move to markup on the bill in the Agriculture Com- 
mittee but I am going to need help. I plead with you to examine your 
position and see if you can support s«ne of the fundamental aspects 
of the bill. I wonder if you would comment. 

Secretary Beroland. Mr. Weaver, Under Secretary Hathaway pre- 
sented the adminL-itrat ion's views to your committee in great detail last 
week. We have not changed our views. We have reexamined our posi- 
tion. We do this on a continuing basis, I have read the article in the 
Post to which you refer. His numbers are correct. We don't challenge 
his numbers or his facts or his data. We would argue with some of his 
assumptions but that is the purpose of having a free press. 

The matter is one that is le^timate in dealing with state trading 
companies, whether it be in Mexico or Canada or Japan or Soviet 
Union, or dealing with the economic community of Europe, therB 
must be a U.S. Government presence or we are going do get turned 
inside out. 

I recognize that and the question is only the extent to which the 
*^.S. Govemmuit does get involved in wh^ are for me for the most 
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part c(Mnmercial transactions. It is not whether we shonid be in the 
business or not. That has been settled. We are in it to protect the public 
interest. The question is do we completely take it over. 

Mr. Weaver. May I again — this cwicept is cwnpletely misunder- 
stood and I think if the American people, even if the Govenunent 
itself understood it we might move toward passage. This is not a 
nationalization of the grain trade in this country. Under my bill the 
grain companies would still buy the grain, store it, transport it, sell 
it, everything. They simply could only sell it at a price that is mudi 
higher than it is today. That is all. They don't need to fear a thing in 
terms of nationalization. 

SecretaiT Beboland. Your bill does not carry that explicit assun^- 
tion though. 

Mr. Weaver. It can be operated in that way. My bill gives the 
authority to the National Grain Board to actually buy the grain but 
also Mr, Secretary, if you chose to, simply to set a price. 

Secretary Beroland, I could do that now. I could set the loan rate 
at $5 a bushel and that sends the market price up at that level. 

Mr. Weaver. You do not, under my bill, have to affect Uie domestic 
market to that ext^it. You can set the export price at $7 a bushel. And 
believe me they will pay it. They also counter and say oil is a n<wi- 
renewable resource and grain is a renewable resource. I pointout, when 
we lose our oil we are not going to be able to grow the grain we do 
today, isn't that correct, if the oil is gone ? 

Secretary BebgiiAnd. We will have to modify our systwns but I have 
been in places in the world where they produce grains in excess of our 
yield and they do it without oil. 

Mr, Weaver. I could not agree with you more, and I would like to 
see more organic farming in this country. But now grain is in effect 
something of a nonrenewable resource, to the extent we produce it with 
the use of oil. Anyway, Mr. Secretary, I would hope that we could, in 
this debate on the National Grain Board, at least talk in terms of what 
it really is and not react to things that are not real. Thank you, Mr. 
Chairman. 

Chairman Fou:t. If the gentleman will permit, while there was 
some discussion, though only inferentially, of his bill, during his ab- 
sence, it was directed more to the slogan he popularized but, which as 
he himself indicates, was not the purpose of his lenslation. 

Mr, Weaver. If the chairman would yield. The slogan is simply to 
dramatize the fact that oil and grain had once a comparable price. It is 
just a dramatization. 

Chairman Folxt. As I understand it, the gentleman is not necee- 
sarily suggesting that if the board were created, it would begin by 
abandoning trade in international mediums of exchange, in favor of 
direct bartering. I don't think the first price he would like to see set by 
the grain board would be $20 a bushel for wheat. That would be 310 

Srcent of parity. While this is the impression many people have of 
r. Weaver's bill, it is apparently n(A what the sophisticated and 
knowledgeable gentleman from Oregon says he intends. 

Mr, Weavbk. If the chairman would yield, I would like to say we 
would do it the same way the Arabs did it in 1970. They asked for 10 
c^its a barrel and they were scared to death Aramco would not pre 
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it to them. They asked for another 10 cents, they raised it six times to 
^.10 at 10 cents a crack and then $3, then $12. 

Now I am just simply saying we do the same thing. We go up 50 cents 
a bushel, if the market bears uiat, $1, $1.50, whatever we felt we could 
get and search for this price. That would once again give us parity on 
world markets. 

Chairman Folet. I want the gentleman to be assured we did not 
discuss his bill at length. It was not mentioned with respect to his name 
or sponsorship but inferentially in terms of general discussion of pend- 
ing legislation. There was some talk of what was viewed as corruption 
or popular understanding of the concept the gentleman has been 
discussing. 

The next member we will recognize is Mr. Orossiey. 

IMPACTr OF RESERVE ON PHICEB UPON THE FABMER 

Mr, Grabslet. Mr. Secretary, one of the points always made in re- 
gard to legislation like this is that the food security reserve is ade- 
quately insulated from the market so it is not going to impact upon the 
price and so it should be of no concern to the farmer then. 

That is the one point that Is always brought up among opponents of 
grain reserve programs, that that just cannot be the case because any 
amount of grain uiat is known to exist is bound to have a dampening 
effect on the market. 

I would like to have you speak to that point with specificity, but 
specifically, if there was anything in this bill as opposed to the bill we 
passed la^ year that would help relieve some of those fears. 

Secretary Beroland. May I yield to my colleague who has the bill 
before him on the matter of insulation. 

Mr. Hathaway. Mr. Grassley, this bill is essentially in the same 
form as the bill reported last year. We concluded that was the most 
effective insulation that could be provided in law. It is in fact the 
criterion established in Public Law 48:^', section 401(a) and provides 
that the reserve can only be used if the Secretary determines that 
there is not enough wheat to meet domestic use and commercial 
export requirements and provide for a sufficient carryover. That to us 
seems to be the tightest criteria that one could use and one that would 
have much more relevant advantages than to put a specific price trig- 
ger in. 

As we have seen very dramatically over the past few years, the 
prices of all conunodities tend to be moving up. A price trigger that 
seems right now may not be the right price 2 or 3 ^ears from now. 
We thiol there is general agreement that the criteria in our bill is 
the best available and we did discuss this rather extensively with a 
number of people. 

Mr, Grassley. Then it is your feeling that these criteria are ade- 
quate protection when it comes to affecting the price! 

Mr. Hathawat. Yes, 

Mr. Gras6I£t. And there is no change in the bill this year fitHn last 
year in regard to that nor has there been any additional thought with- 
in the Department to go into that particular aspect of this bill in the 
year that has either c<Hnforted you that the original proposal 
all right or that there ought to be some change. 

•n other words has there been anv tfaou^t in between the writing 
the two bills, the one introduced last year and the one this year! 
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Mr. Hathaway. There has been a substantial amount of thought. 
We did what is called an option paf>er which included a variety of 
options, to look at the release mechanism, and we concluded that this 
would be the most effective and therefore this is the reason that we 
came back with the same one we ended up with. We had originally 
started with the price thing and found that that was not terribly 
persuasive to the people that share the fears you have expressed and 
thus we, having thought the thing through once again, as late as 
March, came back with this. 

Mr. Grabsley. Mr. Chairman, that is all I have. 

Chairman Folet. Mr, Markin. 

Mr. Harkin. N'o questions. 

Chairman Folet. Mr. Marlenee. 

INSULATION FROM THE UABKETFLAt^ 

Mr. Marlenee. Thank you, Mr. Chairman. Welcome to the commit- 
tee, Mr, Secretary. I guess the main concern that I have is the insula^ 
tion from the marketplace and it seems to me that whenever an indi- 
vidual or a company or state or a nation buys they buy in anticipation 
of need and the creation of a reserve removes that psychological need 
to purchase for themselves — to make due for themselves. 

Probaly it will allow some of these nations to divert their available 
dollars that they could use in purchase of food stocks, divert those to 
petrochemicals and perhaps armaments, and that is the greatest con- 
cern I have about this particular piece of legislation. It was a concern 
of mine last year. 

On pa^ 3 you indicate you don't want Public Law 480 program to 
compete in the market for the wheat and grain whicdi is another indi- 
cation that the wheat and grain going into this reserve would affect, 
in fact, the marketplace. 

"Moreover, even when a supplemental is completed in a timely man- 
ner, the Public Law 480 program would be forced to compete with 
both domestic and foreign conmiercial buyers for tight supplies," I 
don't see anything wrong with the Public Law 480 program doing 
that. 

You continue, "The establishment of food security reserves with 
appropriate authorization for release would greatly ease the situation," 

Secretary Behgland. We think it makes more sense to buy wheat 
when the price is low, it is better for the producer and better for the 
taxpayer and better for all mankind. We are prohibited by law from 
buying wheat when price is high and supplies are tight. Dr. Hathaway 
has described that provision, 

Mr. Marlenee. I apolo^ze for not being here earlier, I was not 
aware you were going to be in. 

Secretary Berqland. It is section 401 (a) of Public Law 480. To sum- 
marize, it stipulates before we can program under Public Law 480 we 
have to make certain findings. We have to find we have enough wheat 
for our own needs, foreign and domestic, in the commercialmarkets 
first; and to provide for an adequate carryover. If we can't make that 
finding, we are limited in what we can purchase for Public Law 480. 

Mr, Marlenee. We have always been able to meet those commit- 
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Secretary Behouind. We have not. There have been times when we 
were short of the needs because of the tight supply. In 1974 was the 
last most recent year. 

Mr. Marl£N£e. I thought the figures that were available to me indi- 
cated that even in our shortest year we had a 350 million-bushel carry- 
over. 

Secretary Beroland. 350 millicm bushels is hardly what we would 
call a comfortable margin. The trade estimates that it needs around 
600 million bushels as a comfortable working inventory and when it 
drops much below that, supplies tighten up definitely. 

Mr. Marlenee. I have no further questions, Mr. Chairman. 

Chairman Foley. Are there any otner questions for the Secretary or 
Under Secretary? 

If not, Mr. Secretary and Mr, Under Secretary, we appreciate your 
appearance here this morning very much and your ta^ng the time 
to answer forthrightly, and, in my opinion, eflfectively, the questions 
put by members of the two committees. 

The hearings will continue this afternoon at 2 p.m., at which time 
the two committees will hear from Mr. Gilman of New York and Mr. 
McHugh of New York as well as from Mr. Jones and Dr. Chauncay 
on behalf of Bread for the World and the Interreligious Task Force. 

Without objection the Committee on Foreign Affairs and the Com- 
mittee on Agriculture will stand adjourned until 2 p.m. this afternoon. 

[Whereupon, at 12 :10 p.m., the joint committee hearing was ad- 
journed until 2 p.m. the same day.] 

AFTER REC^S 

Mr. Daschle [presiding]. We will resume the joint hearing this 
afternoon of the Committee on Agriculture and the Committee on 
Foreign Affairs. 

Our first witness this afternoon is Hon. Benjamin Gilman, a Mem- 
ber of Congress from New York. Mr. Gilman, we are delighted to have 
you here and proceed with your testimony. 

STATEHEUT OF HOH. SENJAUDT A. aiLHAK, A R^KESENTATIVE 
IN CONGRESS FBOU THE STATE OF NEW TOBE 

Mr, Gilman. Thank you, Mr. Chairman and members of the com- 
mittee. I welcome the opportunity to appear before the House Com- 
mittee on Agriculture and the House Committee on Foreign Affairs 
during these joint hearings on the Food Security Act of l579, I will 
attempt to be brief. 

related legislation 

As pointed out earlier, there are three measures entitled the "Food 
Security Act of 1979" before these committees; H.R. 3611, le^slation 
I introduced on April 10, 1979 ; H,R. 3612, a measure identical to H.R, 
8611, also introduced on April 10, 1979, by my good friend and col- 
league from New York, Mr. McHugh, and H.R. 4489 introduced on 
June 15, 1979, nt the request of the administration jointly sponsored 
by Chairman Foley and Chairman Zablocki. To date 87 of our col- 
leagues have cosponsored H.R. 3611 and H.R, 3612. 
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H.R. 3&11 is virtually identical to le^slation these ctHnmittees favor- 
ably reported last year. Unfortunately last year's measure was placed 
on the House agfenda late in the last Con^;ress and caught up in a last 
minute crush of what was termed "priority" legislation andTtherefcnv 
was not «Hisidered by the House. 

I submit to vou today that H.R. 3611 and its companirai, H.B. 3612, 
as testimony nefore these two committees last year underscored, is 
"priority" legislation deserving favorable consideration by these two 
committees, by the House and by the Senate, 

H.R, 3611 amends the Agricultural Trade and Development Assist- 
ance Act of 1954, Public I^w 480, by establishing a 4-imllion-metric- 
ton reserve stock of wheat which may be used when a sufficient quan- 
tity of this commodity is otherwise unavailable to carry out PuWic 
Law 480 agreement& 

Last year's measure as reported by the House Committee mi Agri- 
culture called for a 3-million-metric-ton reserve stock. The Committee 
on International Relations adopted an amendment I introduced, estal>- 
lished a 6- million- metric-ton level. 

I am confident that the 4-million-metric-ton level can meet with the 
oeceptance of botli committees thus enabling the measure to receive 
quidi favorable consideration by our two committees. 

The change in tiMe of this year's measure connotes a leaner, trimmer 
bill short of provisions tying this reserve in any way to an interna- 
tionally negotiated reserve system. While our hopes were high last 
year that negotiations to estatMish such a reserve system would be fruit- 
ful, those negotiations collapsed earlier this year. Thus, any current at- 
tempt to link an American food assistance reserve with an international 
system would be addressing, at best, a vague and cloudy area. Both the 
President and the Congress should work diligently for a quick resump- 
tion of these important neeotiations, I was pleased to hear the testi- 
mony this morning which indicated we would make an attempt to re- 
open those ne^tiations. 

In essence, H.R 3611 plugs into Public Law 480 thus providing % 
backup within our existing food aid administrative system for meetmg 
current and future Public Law 480 commitments. 

I am hopeful that by plugging this reserve into the existing ad- 
ministrative framework of Public Law 480 the concept of an emo*- 
gency wheat reserve can more quickly become a reality than if our 
task were establishing new and complicated institutional apparatus 
to administer such a reserve. 

It is my contention Hiat initially any emergency reserve should be 
incorporated into the tested administrative framework of the Public 
Law 480 system. 

TTiis approach does differ frwn the administration's proposal cmi- 
tained in H.R. 4489 providing the President with discretionary pow- 
ers to dispense up to 300,000 tons of wheat in instances where Public 
Law 480 as determined by the President could not quickly enough 
respond to a "major disaster." 

As we learned during our consideratirsi of this matter last year. 
Public Law 480 has responded promptly and effectively to "major 
disasters" and I seriously question the wisdom of taking this fi: 
outside of the established Public Law 480 guidelines and critena p 
taining to food assistance by increasing the President's discretii y 
powers. 
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NEED TO ESTABUSB EUERQENCT RESERVES 

Last year, I joined with other witnesses before these committees in 
describing the clear and growing recognition that emergency reserves 
are crucial to any meaningful food assistance pTogram. While many 
have long recognized the need for such a reserve, the calamitous world 
food production shortfalls of 1973 and 1974 reducing U.S. and 
world food stocks to bare bone levels, dramatically underscored the 
genuine need to establish emergency reserves. 

World food stocks estimated to be at 75 days of world consumption 
carryover before the crisis fell sharply by 1975 to approximately 40 
days. The United Nations Food ana Agricultural Organization has 
roughly established a 65-day supply as the minimum safe level for 
wond food security. 

The 1974 World Food Conference and subsequent seasons of the 
World Food Council, the Seventh Special Session of the United Na- 
tions General Assembly, the U.N. Conference on Trade and Develop- 
ment, and the International Wheat Coimcil strongly endorsed the con- 
cept of emergency reserves stating that if the world food assistance 
program was not to be again fat^ with "bare shelves" wihen faced 
wim a global food crisis, a crisis exacerbating the already grim 
plight of t3ie wca-ld's hungry and malnourished, determined action to 
establish such reserves was imperative. 

The United Nations Committee of the Whole meeting in New York 
this past March ui^ed that food reserves be established at adequate 
levels and they took into account the need for "an internationally co- 
ordinated over-all system of national food reserves." 

These hearings and passage last year by these committees of legis- 
lation to establish an emergaicy reserve reflect congressional concern 
about this matter. 

In a December 1978 letter to me, Secretary of Agriculture Bob 
Bergland gave his assurance of the administration's strong commit- 
ment to establishing an emergency wheat reserve "as an integral part 
of our strategy to combat world hunger." I know we are all pleased 
to hear Secretary Bergland's supportive statements this morning. 

The Presidential Cranmission on World Hunger of which I am a 
member, while not yet having issued its initial report on findings and 
reC(»nmendations has at meetings to date found its members in general 
agreement that this Nation should move quickly toward establishing 
an emergency reserve. 

I wisih to emphasize the word "quickly" because the propitious op- 
portunity described last year to establish this reserve could soon evap- 
orate under current conditions. 

U.S. Department of Agriculture projections of May 15, 1979, indi- 
cated grain stocks for 1979 and 1980 to be significantly below the levels 
of last year and quite possibly below any of the last 3 years. 

The New York Times in a June 15, 1979, editorial warns that we 
should be "Getting Ready for the Lean Years." The Times states that : 

Bmnper harveetB eince 1975 have provided s chance for most nations to acquire 
reeerves at low prlcee. But time id running; out. Wheat prices have risen 40 per- 
cent In the past 2 years, lie Soviet Union, foreseeing; a reduced harvest, is back 
bt the market in a big way. Bad weather could cause food shortages as soon 
aa next year. 
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WA8HINOTOM POW ABTICLB ON GRAIN BTOCKB 

A Washington Post article on June 14, 1979, by Dan Morgan re- 
ported that the possibility of a grain shortage was: 

A common theme of global proJecttooB tesued tn recent weeka by the Depart- 
ment of Agriculture, the Pood and Agriculture Organization of the United Na- 
tlone, the International Wheat Council and private crop analysts. 

Grain stocks in exporting countries, Mr. Morgan observed, are at 
"about the level that existed in 1971." However and I quote, "these 
stocks provide a somewhat smaller buffer now because of increases in 
population worldwide." This article also reminds us of the disaBter of 
a sudden major Soviet intrusion into the grain market. 

A July 1, 1979, New York Times article by Seth S. King points dis- 
courapingly to a sense of "deja vu ;" that "among those who buy, sell, 
and give grain away, it was beginning to resemble 1972, 1974 and 
1975." 

The article indicates that to the poor nations who depend on Public 
Law 480 loans to; 

Fill a lai^e portliM) <rf their food needs, wheat and com already |1 per hnshel 
higher than a year ago . . . means that the amount they are able to buy with 
this year's loan Is now 20 to 26 percent less. 

Mr. Chairman, my statement clearly outlines the situaticm in which 
we now find ourselves; the need for a food security reserve will 
markedly increase yet, unless the reserve is created in the very near 
future, it will become increasingly difficult for us to establish this 
reserve. 

Our committees were farsighted in their wisdom last year to pass 
legislation similar to that under consideration today. I am confident 
that that same wisdom will prevail and Congress and the administra- 
tion will intensifv their efforts toward quick enactment of the Food 
Security Act of 1979. 

I thank the chairmen of our two committees for the opportunity to 
take up this matter at an early date in this s^sion and to testify in sup- 
port of this legislation that Mr. McHugh and I have introduced. I 
want to commend the committees for expeditiously bringing the matter 
before the committees and hopefully before the House. 

Thank you, Mr. Chairman. 

Mr. Daschle. Thank you, Mr. Gilman, for the excellent statement, 
a very thoughtful analysis I think of the current situation in the legis- 
lation for us and certainly as a member of the committee, a distin- 
gui^ed member, I think you should be commended for the excellent 
work that you liave done in preparation for these hearings. 

Does the distinguished chairman of the committee have any ques- 
tions which you would like to direct to Mr. Gilman ? 

Chairman Zablocki. Thank you, Mr. Chairman. I do not have any 
questions but I would join you in commending Mr. Gilman and Mr. 
McHugh for their efforts not only on the legislaticm they have jointly 
introduced but also for the statements they are presenting before ua 
It will be very helpful while we deliberate on the legisl^ion before 
the two committees. 

Mr. Gilman. I thank the chairman and (Jie gentleman for their 
kind remarks. I, too, wwit to commend the gaitleman f rtrai Wisconmn, 
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our distinguished chairman, for his continuing efforts to bring this 
measure to fruition in both Houses. 

Mr. Daschle. We also have one of the ranking members in the 
House Agriculture Committee here, Mr. Sebelius. Do you have any 
questions? 

REFINING THE MECHANICS 

Mr. SEBELiira. Thank you, Mr. Chairman, I know Congresamui 
Oilman and Congressman McHiigh are very sincere and very com- 
plete in their commitment to see that nobody in this world goes hungry 
and that we do place ourselves in the position of being able to help. 

I do feel we will not be encouraging the developing natitms to 
develop their agricultural resources if we assure them too much of a 
dependable free grain supply. I think we have to keep that in mind 
as we deal with them so we do not make too much available too easily. 

I think you are trying to refine the mechanics to work out better 
and I say we do want to fulfill our humanitarian obligations. But, if 
we do it to the extent that we make it too easy for them, thmr are 
never going to go out on their own and we have theproblwn of pro- 
viding an incentive to have our farmers in the act. We actually need 
that in the developing countries. If it is priced to them too cheaply or 
made available too easily, they are not going to stay on that farm and 
work hard. They arc going to come to the cities and become an extra 
problem. That worries me, 

I do have just a little mechanics here on the subject of adding this 
money at a time when we really have Federal deficits. If my figures 
are correct, on a 4-million-ton reserve, the administration's storage 
and handling charges are going to be about $83 million. If you as- 
sume a Government cost of money at 8 percent and we have put $400 
million into grain, then we have $32 million more. That is $150 million 
and We do not have anything except we own some grain, whether it is 
a bargain price or otherwise. 

CREDrr wrni the ccc 

I think it would be far better if we put the $500 million credit with 
the CCC and make it available so that we are not spending it on the 
big grain owners that own the elevator storage or on the bankers who 
loan the money but we keep that credit there and keep it dry and when 
it does go up, the farmer is going to get more for his grain. 

The total cost to the American taxpayer will be the same. I was 
wondering what the reaction is and what your feeling is, Mr. Gilman, 
on the subject of putting a good fat credit in the hands of CCC. We 
know we will have more money because we will not be deducting $150 
million a year for storage and mterest. We can have that money avail- 
able and make the trigger a little easier so that you can buy some grain 
in the right position and ship it overseas, 

I worry at>out having that much more Government grain in people's 
hands. 

If you have any comment on that, I would be glad to hear it. 
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Mr. Gqjcan- I appreciat* the remarks by the gentleman tmm 
K%n<iMK I oprtainlj want to (x>mineiid him for his obserratjon that 
we should not ju9 be doling out grain products, but rather that we 
should be trring to «icoiiruc self -reliance. 

The new thrua in Public Law 4S(t and our AID measures are to 
encooragv that son of indcpendcDCf . The Presidential C<Hnmissi<m on 
Hunger, of which I am a member, is aLso moving in that directi<Mi to 
try to encourage at- If-rt-liande among the dereloping nati<Kis. 

With regard to ihc economics of providing either a ca^ or a credit 
reserve as compared to a grain reserve. I think the Secretary pointed 
out quite forcefully this morning that with the ability to buy grain at 
a time when the prices are low and stoir it, even while taking into 
consideration the storage costs if we utilize the reserve at times of 
emeigency when there are few available grain supplies and prices are 
high, we would achieve substantial saving over a cash reserve, 

POTESTIAL SAVIKOS IX PTBUr LAW *8« COSTS 

He had indicated potential savings in Public Law 4S0 costs of some 
$375 million or more in the example he set forth in his testimony this 
morning. I think we should consider the economics, the bottom Une so 
to speak. If we can save more by buying low, utilizing it when prices 
arehigh. that is an important consideration, 

Mr. Sebeuts. I appreciate that response. I know the thrust the 
gentleman has behind it. I imderline that, if I am going to sprad 
naif a billion dollars. I would rather have more of it to go to the 
farmers and less of it to the grain interests and the bankers as we get 
the grain to go oTeraeas. 

I do appreciate your presraitation. T commend you sincerely and the 
witness who is going to follow yon. I think the climate is pr^y favOT- 
able to get some kind of bill this year that will respond to your feel- 
ings and I hope I can make it respond a little to my feelings, too, as 
far as my wheat farmers are c<Micemed. 

Mr. Gii-nAx. I thank the gentleman. I recognize his concern on be- 
half of our domestic wheat growers. 1 am hoping they are going to 
be able to be supportive of this measure. 

Mr. SEBELire. Thank you. Out on the prairie, we have another 
beautiful wheat crop coming up. We would like to hanest it and sell 
rt at a good price and share it around the world. If von can get the 
money proWded. we would be glad to put it in the fanner-owned re- 
serve with a little more than $2.25. say about $4.50. 

Mr. GiLMAJs. .\s die .Secrrtary noted, he felt there would not be anT 
hann to domestic wheat prices. 

Mr. SEBEtrrs. Thank you. Mr. Gilman and Mr. CTiainnan. 
Mr. Daschle, Thank you. ilr. Sebeljus. I gness I would reiterate 
your remarks about the need for a higher price. 

Are the two gentlemen from Texas interested in asJdng any 
questions > 
[No respfwise.] 
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Mr. Dabchlc Mr. Oilman, again I want to reiterate my thanks to 
you for coming before the committee. 

Mr. G11.MAN. Thank you, Mr. Chairman. 

Mr. Daschle. Our next witness is the other cosponaor of H.R. 3612, 
Hon. Matthew McHugh, a Member of Congress from New York. Mr. 
McHugh, we are delighted to have you this afternoon and we will take 
your testimony now. 

Mr. McHuGH. Thank you, Mr, Chairman. I appreciate the oppor- 
tunity to testify. I have a prepared statement. Perliaps I could include 
it in the record and summarize my testimony orally, 

Mr, Dabciile, Without objection, your prepared statement will be 
inserted into the record. 

STATI^NT OF HOK. UATTHEW HoHnOH, A BETBESEIITATIVE IS 
COROBESS EBOM THE STATE OF NEW TORE 

19T8 FOOD RESERVE BILL 

Mr. McHugh. As Mr. Oilman pointed out, both of these committees 
acted constructively last year in passing different versions of e similar 
bill. Mr. Oilman and I each had our own version of a food reserve bill 
in 1978. This year we decided to join forces and submit what is in 
effect a joint bill, which he has described. We have 89 cosponsors as 
of this moment and I think that indicates a substantial amoimt of sup- 
port in the House for some kind of reserve. 

NEED FOR RESERVE 

The basic need for a food reserve is to assure that we can continue 
to supply food assistance tlirough our Public Law 480 progiram t^ 
times of tight supply. We only have to go back to the period between 
1972 and 1975 to see that Public I^aw 480 did not work as we hoped 
at a time when we were in short supply. 

Specifically, in that period between fiscal year 1972 and fiscal year 
1974, the United States reduced food assistance shipments under Pub- 
lic Law 480 from 7.9 million metric tons to 2.5 million metric tons. 
That is a substantial decrease in food aid. At the same time, the demand 
for food assistance was at its greatest in developing countries because 
there was a substantial shortage at that time. 

Something was wrong. The Public Law 480 program was not work- 
ing well at tlie very time when we needed it to work well. The reason 
for that is not hard to understand : as most of you know, in the Public 
Law 480 there are certain conditions which must be met under section 
401(a) of the law before food assistance can be given to any other 
country. First, the supply has to be adequate to meet domestic require- 
ments; second, there has to be an adequate carryover of stocks; and 
third, there has to be an adequate supply to meet export demand for 
doUairs. 

When you are in a period of short supply, those conditions often 
cannot be met, or, at the very least, there Ls a restriction on the amount 
of food assistance you can provide under Public Law 480. That is 
what happened in the period between 1972 and 1975. That is why we 
need a food reserve. As Mr. Oilman has very well pointed out, a food 



,v Google 



reserve would enable us to build our stocks of food at timeB when W6 
have a surplus and when prices are low. 

If we wait until the supply gets tight, and this is my concern with 
Mr. Sebelius' suggestion about a food fund, if we wait until the sup- 
plies get tight and the prices go up, that is the wrong time to be^n 
to purchase food on the market, at least in my opinion. In fact, it will 
not happen. In my judgment there will not be the use of Federal 
funds at that particular time to purchase food assistance because I 
think the political pressure on any President not to further up the 
price of food when the prices are already at a high level would be 
very intense. 

The inflationary impact of that kind of policy would be sigmificant, 
and I think the political pressure on a President of any party would be 
severe in terms of not acting. 



PROVISIONS OF THE BILL 



As Mr. Oilman has pointed out, our bill would provide for 4 million 
metric tons of wheat to be held by the Government, The wheat would 
be obtained on the open market, presumably at a time when supplies 
aire plentiful and the prices are going down. It seems to me it is at 
that particular time that the producers could best benefit by the Gov- 
ernment coming in and purchasing some wheat on the open market 
because the prices would be going down and they would need some 
support. Purchasing wheat lor the reserve at that particular time 
would be very helpful to producers. 

Of course, I can understand why anyone from a producing area 
would be anxious about this. However this reserve could not be used 
in any way to depress the domestic market, something which producers 
^ould be concerned about. However, bhis bill has a sx>ecific provision 
which expressly precludes the use of this reserve for any such purpose. 

One of the key issues the committees will have to wrestle with is the 
size of the reserve. Last year the Foreign Affairs Committee recom- 
mended 6 million metric tons. The Agriculture Committee recom- 
mended 3 million metric tons. Our bill suggests 4 million metric tons. 
There is no magic to that. Moreover, the administration supports a 4- 
million-metric-ton reserve and I think it is a good compromise between 
the two committee bills. It would also enable the United States to meet 
our commitment under the Food Aid Convention of 4.47 million metric 
tons a year. 

The second key issue has to do with the administration's request for 
authority to release 300,000 tons under certain limited conditions. 

I personally do not have any strong feelings about that, I would 
think that is a limited enough amount so that it would not have any 
significant impact on the domestic market if the administration used 
that authority. If there is any strong objection to it by members of 
either committee, I do not think it is important enough to jeopardize 
the bill. 

Finally, there is the issue which Mr. Sebelius raised about a food 
fund. That was proposed and rejected last year. I would hope it again 
would be rejected because, as I understand it, and perhaps my friend 
from Kansas can explain this to me if I am missing something, under 
that proposal the Government would have to come in and purchase 
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food at a time of short supply when prices are already higt. Obviously, 
you would not be able to pet nearly as much food for the same dollar 
at a time like that. Beyond that, as I said earlier. T think a President 
would be under enormous pressure not to come into the domestic 
market and purchase food at a time of short supply for other countries 
when the price is high and the purchase of fotxl would drive the price 
up still higher. 

Mr. Sebelics. Will the gentleman yield at this point ? 

Mr. McHttgh. Yes. 

Mr. Sebeuttr. I think you are putting it right. There are only going 
to be so many dollars spent. My thought is I would rather spend them 
for the grain than for the storage, handling, and interest. 

Had we have put the act in plare a year ago, and we said and testi- 
fied last year that we hoped it would never be used in 10 years; had 
we put it in place last year, today we would have already spent $150 
million for interest and storage and still have the grain on hand. 

I admit you buy it for less money. The other point is I would rather 
see the increased money go to the farmer rather than for storage and 
interest. That is the only point where we differ. 

I want something available to them. I think the new 300,000-ton 
item is probably a good approach to the problem that I think is an 
immediate one and gives tnem more discretion in handling that. I do 
not want so much there that it will discourage developing countries 
and their farmers from having the incentive to farm and having them 
come to town and sit around and wait for the shipload to come in from 
the United States. 

PRESIDENTIAL AnTHORITr 

Mr. McHuGH. One of my concerns, Mr, Sebelius, is that the Presi- 
dent might not use his authority at all to purchase food under your 
bill because he would be under tremendous pressure not to do some- 
thing which would be inflationary. Second, farmers getting high 
prices would not need the Grovernnient purchasing food in that situ- 
ation nearly as much as they would at a time when prices are coming 
down and wlien there is a surplus of food. Therefore, I think our bill 
would be a better approach from the producers' point of view. 

In any case, certainly from the Government's point of view, pur- 
chasing food for a reserve in times of surplus when prices are lower 
makes more sense economically than the reverse. 

Let me conclude quickly, Mr. Chairman, because T think Mr. Gil- 
man and I have pretty much covered the waterfront. T want to thank 
the committee members again for being here and listening to both 
of us. 

WORLD FOOD CONFERENCE 

Back in 1974 at the World Food Conference a commitment was made 
to bring about a world by 1985 in which no child would go to bed 
hungry and no family would fear for its next day's bread and no 
human being's future would be stunted by malnutrition. 

Those are noble words, and perhaps in some sense naive and overly 
optimistic. It is certainly also true that a food reserve will not solve 
all the food-related problems of the world. I think Mr. Sebelius was 
absolutely right in suggesting earlier that one of the fundamental 
goals should be to get greater self-sufficiency in many of these coon- 
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triea. Of oourae. some countries who have received American food *»- 
sistance in the past are now cash customers and Z think that is at 
least in part a testimony to the success of some of our programs. 

We also need meaningful development assistance, and I certainly 
hope the members of tliis committee will support such assistance wh«a 
that bill comes up on the floor this month. 

We need constructive trade arrangements and, of course, a bill is 
on the floor right now which hopefiUly will help in that process. 

EEFOBU WrrHIX DEVELOPING COITNTBZES 

We need reform within the developing countries themselves, reform 
which will produce more agricultural production in those countries 
and which will give the poor majority a fairer share of the develop- 
ment gains that are made. 

Yet, food assistance is certainly essential to assuring the survival of 
people in times of short supply and to maintaining some political 
stability in the world and that is why we have introduced H.R. 3612. 

Thaiik you very much, Mr. Chairman. I appreciate your patience 
in listening. 

[Mr. Mdflugh's prepared statement follows :] 



Hr. Chairman, I reir much appreciate baring this opportnnity to testi^ in 
But^Mit of legislation t'l estal>lish a f;oT»mment-owned wbeat reserve to badstop 
onr I>nblic Law 480 program and me«t eraergencf food needs in developing cons- 

Aa jou know. Mr. (liairman. for some years I have been involved in the effort 
to establlBb snch a rewrve. In 19TT. the late Senator Hnmpbrey and I introdneed 
a bill to establisb a food reserre. and 1 was rerr pleaaed wben both of these com- 
mittees voted to report a modified vendoD of that bill in 1078. l.'nfortuaatel;. in 
the msh to adjournment last year the bill never reached the Hoose floor althoucli 
a similar measare had been paKsed by tbe Senate. 

Congressman Gilman had also introdu<.-ed a reserve bill in 1978, and on Aivil 
10 of this year he and I jointly introdnced the "Food Secnrity Act of 1979" (H.R- 
3612). This bill is similar to the te^lation favorably reported last fall by these 
two distinguished committees. 

To date, SB members of the Honse have cosponsored H,R. 3612, including 10 
members of the Agricultnre Committee and 12 membertt of tbe Foreign AffairB 
Committee. At the conclusion of my testimony, I have provided a list of those 
cospoDsors for inclusion in thifl hearing record. 

Because recent developments In world food secnrity make the need for this 
legislation even more urgent, 1 believe that the time has come to translate this 
support into law. 



The problem of world food security is as critical today as it was five years ago 
when representatives of 130 nations discussed the iKsne at the World Food 
Conference held in Rome. At that time, those representatives made a commitment 
to bring about a world by 198.'. in which "no child will go to Ited hungry • • • no 
family will fear for its next day's bread and * * * no human being's futnre will 
be stunted by malnntrition." 

In addition to adopting this eUHjuent statement of purpose, tile conference 
also made a number of si)ei-illi' recommendations designed to increase global food 
security and reduce widespread malnutrition. 8ome progress has be«u made 
toward these goals since 1974, 

For example, 75 nations have now Kulrscrilied to tbe FAO-sponsored interna- 
tional undertaking on world food security, wliicb Is designed to avoid acute food 
shortages in tbe event of widespread crop failures or natural disasters through 
the creation of an international network of national reserves. Tbe World Food 
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Program baa establlahed an International reserve for emerKenclea with a modest 
stock level of 500.000 tone annually, and the World Food Council baa Identified 
over 40 developing nations which will be the focus of International concern In 
coming years. Finally, some nations, Including the UDlted States, have strength- 
ened their national stock policies and thus enhanced prospects for their own food 
security. 

The relatively good harvests that we have experienced woridwide during the 
last several years have eased the Immediate crisis we faced In 1974 when the 
World Food Conference was held. World food stocks, which had dwindled to only 
12 percent of global consumption in 1974—1^5. have been rebuilt In recent years 
and are now above the mlninmm level for world food security, at least according 
to the Food and Agricultural Organization. 

Nevertheless, there have been many disappointments In recent years as well. 
For example, negotiations to eetablish a more elTectlve International Wheat 
Agreement collapsed earlier this year and prospects for a resumption of those 
negotiations are clouded at best. As a result, the higher annual tonnage levels 
which nations had pledged as part of a new Food Aid Convention remain non- 
binding. Similarly, con trlbnt ions to the World Food Program International re- 
serve have fallen short of the annual 500.000 ton target, and Individual stocking 
policies to fnlflll the international undertaking on world food eecnrlty remain 
a cause for pessimism. Food aid shipments to the neediest countries have never 
reached the agreed upon international target of 10 million metric tons per year 
since the World Food Conference was held Ave years ago, and the dependence 
of the developing nations on grain Imports has continued to increase as they 
attempt to meet the widening gap between their production and consumption. 

Moreover, we have not really used the good harvests of recent years to fully 
prepare for the challenges that we are likely to face In the future. Indeed, after 
three good crop years and plentiful food supplies, the world appears to be re- 
entering a period of erratic grain production, higher prices, and somewhat 
reduced stocks, In part because of worsening crop conditions in tbe USSR. All 
of the most recent estimates suggest that both production and ending stocks are 
likely to be down on a worldwide basis. Since demand for grain continues to 
increase, this is a cause for concern. 

Olear^, Mr. Chairman, this legislation would help us to avoid a repetition of 
the very serious problems we experienced earlier In this decade, 

THE CHALLBnOE OF GLOBAI. ROnOBB 

Unfortunately, food and survival remain the primary concerns of far too 
many people throughout the world. 

For example, the Agency for International Development estimates that over 
One billion people do not consume enough calories to meet minimum dally adult 
requirements, and the diets of between 450 million and 750 million people are 
$o nutritionally inadequate that their health Is seriously threatened or Impaired. 
. One of every six persons through the world suffers from chronic hunger. As 
the following table prepared by Dr. Michael C, Latham of Cornell tinlversity 
Indicates, a disproportionate number of those suffering are Infanta, children and 
women, especially pregnant and nursing mothers. 

CHILD KtOBTflLITY RATES IN SEIECTED COUNTRIES, 1970 
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In Africa, 1 out of every 8 children will die before tbe age of S, and 80 percrat 
of all deatbs in Latin America are amoDg children under that age. 

Moreover, as we look to the future, there Is little room for optimism. Food pro- 
duction lias barely kept pace with population growth in recent years, and per cap- 
ita food prodnctlon has not increased. In fact, in Africa per capita food produc- 
tion has actually declined to a level of 10 percent below what it was a decade ago, 
and post-harvest food lossea throughout the developing world are estimated to be 
running at a level of approximately 22 percent. 

Within the last year, the Food and Agricultural Organization has projected a 
net annual grain deficit exceeding 90 million tons by 1985, and the International 
Food Policy Besearch Institute puts the figure at over 120 million tone by 1980. 
To be sure, these estimates are sensitive to changes in the assumptions on which 
they are based. However, as Norman Borlaug, the American scientist often de- 
scribed as the father of the green revolution and the winner of a Nobel prize, has 
said : "If we look at the future, we have to look at it with fear." 

Clearly, these International food problems will not be resolved easily, nor by 
the United States alone. However, the United States should play a leadership role 
in helping to fashion solutions, a role commensurate with our pie-eminence in 
the agricultural area. One important step that we can take is to pass legislation 
tliat will inaure a stable fiow of food aid from the United States through the 
Public Law 480 program. That is why Representative Gllman and I have intro- 
duced the "Food Security Act of 1979." 

PBOVISIONS OF THE KILL 

Aa I mentioned, Mr. Chairman, our legislation fs similar to the measure favor- 
ably reported by these two committees last year. It would authorize the Secretary 
of Agriculture to establish a reserve stock of up to 4 million metric tons of wheat 
(147 milliun bushels) to be publicly -owned and held. The 4 million metric ton fig- 
ure is a compromise between the conflicting figures approved by these committees 
last year, and I hope that your committees will reconcile their differences by 
adopting this figure. 

Under the bill we have Introduced, stocks for the reserve would be acquired 
either from purchases on the market or from defaults on loans made under price' 
support programs administered by the D^artment of Agriculture. 

These stocks would not overhang the market or serve to hold domestic prices 
down. Instead, they would l>e Isolated from the market after acquisition and could 
be used solely to provide emet^ency food assistance to develo^ng nations when 
snfilcient supplies of grain are not otherwise available under Public Law 480. 

This is a very modest proposal, Mr. Chairman. The reserve would not be very 
lai^e, and the bill Itself has been drafted to encourage support from a wide range 
of interests, Including our farm community. 

Without such legislation, there can be no guarantee Of continuity of supply 
under Public Law 480 in times of tight supply. Because of various restrictions in 
the law, the amount of commodities available for food assistance after other 
claims have been satisfied is likely to be very limited at such times. 

Between fiscal year 1072 and fiscal year 1974, for example, the United States 
reduced Its food aid shipments under the Public Law 480 program from 7.9 
million to 2.5 million metric tons of grain products. Yet, at that very time the 
need for food aid in the developing nations was increasing dramatically. We 
reduced our assistance because supplies were tight, and the administration did 
not want to promote higher domestic prices, greater infiatlon, and the resulting 
budgetary and financial strains tliat would have been generated by increased 
governmental purchases. However, the trade-off In terms of starvation and 
ftnffering In the least developed nations was a serious one. We should not have 
to make such a choice again. 

The "Food Security Act of 1970" would help assure this by establishing a 
modest reserve to serve as a backstop (o Public I^w 480, thus providing con- 
tinuity of supply in times of crisis. 

Moreover, since I would not expect the reserve to be stocked at a time when 
wheat prices are rising, (as they presently are) it could also help to maintain 
domestic prices If they begin to falter. It would thus contribute to the security 
of our own domestic producers. 

To be sure, there is never a good time to build such a reserve. When harvests 
«re poor, we are told that food is too scarce and too expensive to build r 
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When gctod baircsts return, the sense of urgency dissiiMtes and we are told that 
there is no need to build reserves. We know that the cycle is a recurring one, 
Mr, Chairman, and that is why we should act now to provide some protection 
against the hard days which will surely come. 



Mr. Chairman, there are three important issues that the committees will hare 
to resolve during the mark-up of this legislation. I would like to comment briefly 
on each. 

The first relates to the size of the reserve. I-ast year the Agriculture Com- 
mittee recommended a 3 million metric ton reserve in its version of this legis- 
lation, while the Foreign AfTalrs Committee recommended six million metric 
tons. As I have indicated, the l^slation Congressman Oilman and I have Intro- 
duced snggeita four million metric tons, a compromise which is somewhat 
closer to the Agriculture Committee's figures. 

1 would hope that the two committees can agree on this issue, and that at 
least 4 million metric tons will be iirovided for. This is the same level as that 
heing requested by the Carter administration, and would assure that the United 
States is able to meet its 4.4T mlliion metric ton commitment under the new 
Food Aid Convention. I rec<«nlze that some producers would prefer less, but It 
is also Important to recognize that none ot the stocks in this reserve could toe 
used to disrupt markets for our producers. Tlieir concerns have been recognised, 
and reducing the else of the reserve will serve no one's Interests. 

The second key question relates to the administration's request for authority 
to release up to 300.000 tons of wheat from the reserve in any fiscal year. Hiia 
would allow the administration to provide urgent humanitarian relief to any 
developing country which sufFers a major disaster as determined by the President. 

Clearly, there are circumstances where such authority could prove valuable. To 
be sure, if the President had unlimited authority to draw down this reserve. It 
is possible that such a provision could be used to moderate price Increases in 
wheat and thus conld potentially harm domestic producers. However, I doubt 
Hiat the limited authority that the President is seeking could have such an 
effect on prices. Moreover, If these committees were fo adopt eicplldt criteria 
as to the circumstances under which this authority could be Invoked, required 
prompt replenishment of the reserve after such a drawdown, and required the 
President to immediately report to Congress the circumstances requiring such 
a drawdown, then no one could have any reason for concern. 

Thus, because this authority could prove valuable In meeting a crisis situatimi, 
I would support this proviBlt» with those modifications I have suggested unless 
the committees determine that It would significantly weaken chances for passage 
of this bill. 

Finally, as an alternative to this legislation, some hare suggested that (500 
million be set aside in a "food fund" to purchase wheat to meet emergencies when 
the need arises. This approach has been rejected in the past, and It should be 
rejected again if offered. This approach would be iofiatlonary since the President 
would be forced to make food aid purchases at times of short supply and high 
prices, thus further increasing consumer prices without benefitting farmers when 
they most need help. Because of this, there would be substantial pressure on the 
President not to use the food fund t)ecause of the impact purchases would have 
on domestic prices at such a time. Moreover, even if the President went ahead. 
the fund would buy leas food aid than otherwise. While a food reserve can be 
stocked when wheat is in surplus and prices are low, the same dollars win buy 
mnch less on the open market when food is in short supply and prices are high. 



Mr, Chairman, food aid In any form will not resolve all Of our food-related 
problems. Real progress also requires meaningful development assistance and 
trade arrangements, as well as more reform within the developing countries 
themselves to increase agricultural production and provide greater purchasing 
power to the poor majority. 

Food aid is still essential to assure survival under emei^ncy conditions, how- 
ever, and to help maintain some measure of political stability In a fast changing 
world. This food reserve will help to j^arantee that our commitment to provide 
BDCh assistance through our Public Law 480 program can be met Accordingly, 
I respectfully urge these committees to favorably report this legislation again 
this year. 

Thank yon. 
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Mr. Daschle. Thank you, Mi'. McHiigh. Again I reiterate what I 
said earlier about tlie quality. I think the statements here really have 
eluciflafed a lot on the impact of this legislation and again I want to 
thank you for appearing before, the committee. 

Mr. Sebelins, do you have any additional questions? 

Mr. Sebeutts. No, Mr. Chairman. 

Mr. Daschle. Mr. Johnson. 

Mr. Johnson. No, thank you, Mr, Chairman, 

Mr. Daschle. Mr. St«nholm. 

Mr. Stenholm. No, Mr. Chairman. 

Mr, Daschle. Apparently tliere are. no further questions. Thank you 
so much for coming. 

Our next witness is Mr. Brennon Jones, a member of Bread for the 
World in New York. Mr. Jones, we are happy to have you here this 
afternoon. We will take your testimony at this time. 

Mr. Jones. Thank you, Mr. Chairman. I have a rather lengthy state- 
ment which I would like to ask be submitted in the record and I would 
like to read a shorter one. 

Mr. Daschle, Without objection, that is the way we will proceed. 

STATEMENT OF BKESSON JOHES, ISSUES ANALYST, BREAD FOE 
THE WOBXJ) 

Mr. Jones. Mr. Chairman and distinguished committee members, I 
appreciate the opportunity to testify on behalf of Breed for the 
World. Bread for the World is a Christian citizen's movement with 
over 26,000 members and local chapters in most congressional districts. 

As many of you know we have been active in supporting passage 
of the TT.S. farmer held reserve which is now e.'^ablished and of legis- 
lation that would provide for the special food security needs of the 
developing nations. 

Your committees could not be considering the Food Security Act at 
a more critical moment. The TT.S. Public Law 480 food assistance pro- 
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gram will by necessity be assuming an increasingly important role iu 
meeting the enlarging food deficits in the developing nations and in 
promoting development as we enter the 1980's, The small wheat reserve 
that the Food Security Act would establish is an essential safeguard to 
the continuity of that food aid program. 

Several factors make quick passa^ of this legislation essential. 
They are that 5 years after the World Food Conference an effective 
international grain reserve system is still not established with the 
international wheat trade negotiations collapsed and with little likeli- 
hood for progress in the near future. 

Only minimal progress has been made by individual nations in 
building reserves with the developing nations themselves making the 
least headway. Those nations that have formal stocks intend to use 
them only to provide continuity of supply for commercial use and 
not to assure food aid commitments or to meet emergency needs. 



OP DEVELOPING NATIONS 



The dependency of the developing nations on grain imports is 

Sowing. At 80 million tons this year despite the disappearance of 
dia as a major importer in recent years, it is expected to increase 
substantially as we enter the 1980's. 

The emerging grain supply and price outlook for cash-poor food 
deficit developing nations is precarious. FAO is predicting a reduc- 
tion in the large world grain carryovers of recent years due primarily 
to crop conditions in the Soviet Union and a number of Asian and 
African nations. Most important, the combination of recent grain 
price increases and sharply increased prices for oil imports will make 
the ability of some developing nations to make commercial food pur- 
chases in the future questionable. 

In this context, a reliable U,S. food aid program is critical and the 
Ji'ood Security Act becomes essential. The purpose of the legislation 
is extremely limited, to provide 4 million tons of wheat in a reserve 
as backstop to the Public Law 480 program in years when normal 
supplies are insufficient. This would assure that emergencies are met 
and on-going development projects that utilized fowi aid not dis- 
rupted or curtailed. 

TOOD AID CUTBACKS 

The 1972 to 1974 example where food aid declined from 7.9 million 
tons to 2.5 million because of Ford administration reluctance to make 
purchases for humanitarian relief demonstrates the disastrous effect 
it can have on lives and projects in the developing nations. I draw 
your attention to the bottom of page 2 of my testimony where it shows 
the effects on individual nations. 

Because of sudden cutbaclra in food aid in that year, Pakistan re- 
ceived only 10 percent of the wheat shipments it was expecting to 
get under Public Law 480, Bangladesh only a little more than 15 
percent, and Colombia only 50 percent in a year when substantial 
food assistance was desperately needed. 

The very human dimension can be seen in the cutbacks in essential 
title II programs. Three million fewer participants in maternal and 
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child health programs ; 3 million fewer enroUees in food for work 
programs and 11 million fewer children in school feeding programs. 

TVo disastrous results occur from such food-aid cutbacks. The 
death rate increases with the already malnourished pushed over the 
brink of starvation. And the cash-poor food deficit developing nations 
denied expected food aid are forced into the international market to 
attempt to meet food deficits at peak prices. 

Scarce foreign exchange used for commercial imports is money that 
the developing nations should be using for desperately needed long- 
term agricultural production and development gains. 

RBCDBRBNCE OF rOOD AH) CnrBACKS 

Will the 1972-74 experience recur? The combination of greater 
import demand from increased income in the developed nations and 
the substantially increased demand of the developing nations due to 
population growth when weighed against inadequate production 
trends, suggest it will. Even now indications exist that due to the mod- 
erate gram price runups of recent months, anticipated Public Law 
480 program levels might not be met, particularly the mandatory mini- 
mum for title II for fiscal year 1980, even though serious shortages 
are emerging in several nations. 

The irony of this is while the Congress has devoted considerable 
attention in recent years to improving the capacity of Public Law 480 
food assistance to meet the emergency and developmental needs of the 
poor, the effects of such reforms might be diminished by the inability 
to provide continuity in programing food aid. This is the problem 
that the Food Security Act is intended to address by providing a 
backstop for j ust such situations. 

On several occasions the Congress has encouraged the establishment 
of such legislation. In 1977 the Senate passed the Humphrey- Bellmon 
bill in its version of the farm bill. Last year both of your committees 
passed almost identical legislation to the Food Security Act, 

Such a reserve to backstop Public Law 480 has been advocated by 
such international and national bodies as the World Food Council; 
FAO ; the Special Task Force on Public Law 480 which was mandated 
by the 1977 farm bill and President Carter's World Hunger Working 
Group. 

SPECIFICS or THE BII-L 

Kegarding the specifics of the bill, as Secretary Bergland said this 
mommg, the title was changed to make explicit that this reserve would 
only be used as a backstop to Public T^aw 480 and not as a contribution 
to an international reserve system or for grain price stabilization 
purposes. 

All stocks would be distributed through the Public Law 480 pro- 
gram thus being subject to the same human rights and needs criteria 
as normal food aid. Nor can they return to the domestic market de- 
pressing prices to the detriment of TT.S. producers. 

The reserve is 4 million tons of wheat, a compromise between the 
Agriculture Committee's 3 million tons proposal and the 6 million ton 
International Relations Committee's bill of last year. The 4 million 
ton level is not only justified because of the increased U.S. commitment 
of 4.47 million toiis under the Food Aid Convention but because mos* 
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analyses show that the United States wi!l be enlarging its food aid 
program in the future to meet expanding food deficits as we ent«r 
the 1980's. 

Bread for the World is satisfied that the release provisions provide 
the administration some flexibility but also insure that stocks will not 
be prematurely released to the detriment of U.S. producers. 

As for the provision in the administration's bill that would allow 
300,000 tons to be released for urgent humanitarian relief, we are 
supportive of this. However, we would like to see the administration 
provide specific examples of when it might be needed and an account- 
mg of how stocks were used when tapped under this provision. In 
addition we would like to see prompt replenishment of stocks each 
time this provision is used to offset any price impact stock release 
would have liad on the domestic market. 

In conclusion, I would like to address briefly the alternative to the 
Food Security Act that has been mentioned, a financial ftmd that 
would acquire additional food aid from the market at times of high 
prices and tight supply. I draw your attention to the last page and 
a half of my testimony. 

Having such a fund does not insure that it will be used. The fund 
is not that different from the approximately $10 billion in borrowing 
authority that the President had during the 1972 to 1974 period but 
which he chose not to use because of the price impact such high- 
priced purchases would have had on the domestic economy. For sim- 
ilar political and economic reasons the President would likely not use 
the $500 million fund even in an emergency and Public T^aw 480 would 
decline to the detriment of the hungry. 

While there are some potential cost advantages to a financial fund 
in that it earns interest wlien not in use a wheat reserve would only 
be more costly if held for many years. 

For example, even if the administration were to purchase for the 
reserve at $3,30 a bushel which is a price they indicate they will not 
Purchase above, that wheat could be held for 5 years at a total cost 
including interest and storage, et cetera, of $6.20 per bushel. In con- 
trast, a financial fund would most likely only be tapped if at all at 
prices far above $(>, This is based on the 1972-74 experience when 
prices doubled and then tripled. Thus a modest sized reserve would 
appear to be a more prudent investment. 

As you are well aware the Agriculture and Foreign Affairs Com- 
mittees took the leadership in passing an almost identical bill to the 
Food Security Act last year. 

We urge yon to again take that leadership this year. Such legisla- 
tion is not only of fenefit to U.S. producers but would demonstrate 
U.S. commitment both to the continuity of development in the poor 
nations but particularly to the disadvantaged and hungry whose lives 
are on the line in times of food shortages. 

Thank you, Mr. Chairman. 

[Mr. .Tones' prepared statement follows:] 

Peepabbb Statement op Bbbnhon .Tones. Issues Analyst, Bread fob the World 

Mr. Chairman and diadngiilHlied. committee members, I appreciate the oppor- 
tunity to testify on behalf of Bread for the World. Bread for the World Is a 
Chrlstlaa citizens' movement on hunger and poverty with over 26,000 members 
.Dd local chapters Id most Congressional districts. 
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The CongreBs could not be considering the Food Secnrltr Act at a more 
critical moment. Tlie U.S. Public Law 480 food aaslstance proBram is asBuming an 
increasing!}' important role in helping meet nutritional needs and promoting 
development. The small wheat re^en'c that the Food Security Act would establlBh 
fs an easential safeguard to the contlnuit? of that food aid program. Interna- 
tional and domestic events reinforce the need for qulcli passage of this legis- 
lation. For example: 

1. Five jears after the World Food Conference, where nations stressed the 
need for an effective system of international grain reserves, only little progress 
has been made. The Internallonal Wheat Trade negotiations, that were attempt- 
ing to provide grain price stability, find fi degree of food security to the develop- 
ing nations, have now collapsed. IJttle likelihood exists that those negotiationa 
will be quic1<iy resumed and an international reserve system established. 

2. Efforts at establishing formal grain reserves in individual nations have 
been minimal, except in the case of Turkey, and the United States with its 
farmer-held reserve. Particularly disappointing la the lack of stock- building fn 
the developing; nations, due in part to the lack of assistance from the developed 
iMuntrles. And the objectives of those nations that have adopted specific stock 
policies have t>een to provide continuity of supply for commercial tise, not to 
assure food aid commitments or to provide emergency supplies to food defldt 
nations in times of tight supply and high world prices. 

3. The dependency of devel<H>iug nations on grain imports is growing. While 
Canada and the United States hold 52 percent of world carry-over stocks, the 
developing nations share has dimiuished — from 31 percent in 1975/76 to 25 per- 
cent in 1977/78. Grain imports by the deveiloping nations are expected to rise 
to 80 million tons in 1978/79. despite tbe disappearance of India as a major Im- 
porter in recent years. Radically increased future food deficits In the develop- 
ing nations are predicted — in the range of 120-145 million tons annually by 
1990 — with FAO estimating that Imports alone could exceed »0 million tons by 
198S. 

4. The emerging grain supply and price outlook for cash-poor food deficit 
developing nations is precarious. While world grain carryovers have grown sub- 
stantially in recent years, a significant drop in carryovers is expected In the 
coming year, according to FAO. Unfavorable weather, particularly in the Soviet 
Union. Iiut alGO in a number of Asian .and African nallons hau crcntod shortfalls 
that will increase demand for available supplies. But most important, the ability 
of some developing nations to make commercial purchases is questionable. The 
combination of recent grain price increases, and sharply increased prices for oil 
imports may strain the financial capacity of some poor nations to meet their 
food deficits on the international grain market. 

In this context, a reliable U.S. food aid pr<^ram is critical to many develop- 
ing nations and the Food Security Act laecomes essential. The purpose of tie 
legislation Is limited — to provide a 4 million ton wheat reserve as a backstop 
to the Public Law 480 food aid program In years when normal supplies are insnf- 
flcient, and grain prices are high, in essence, the reserve would provide conti- 
nuity to the Public J-aw 480 program so that emergencies can be met and on- 
• going developmental projects that utilize food aid are not disrupted or curtailed. 

Without such a reserve, food assistance can shrink precisely at the time when 
It Is most needed— during famines and periods of tight world supply. Why? 
Because food aid is bought at the current market price, and in times of tight 
supply tlie price soars. So the same aid dollar buys considerably less grain. For 
example, skyrocketing grain prices in 1972-74 directly affected tbe amount of 
U.S. food aid available for developing nations. U.S. food aid shipments of grain 
and grain products dropped from 7.9 million metric tons In FY 1972 to 2.5 million 
in FY 1974. although the need for food aid was increaatng dramatically through- 
out this period. 

Consider the effects on developing nations that had expected to receive food 
aid. Plans drawn-up for FY 1974 projected using 4.5 million tons of wheat In 
our Title I program. By the end of the fiscal year, wheat shipments were reduced 
to 708.000 tons or 15 percent of the planned amount. Pakistan's allocation de- 
clined by almost 90 percent (from 500.000 tons to 58.000). Bangladesh's by 
almost 85 percent (from 500.000 to 72,000), and Colombia's by about 50 percent 
(120,000 to 62,000). 

■Cutbacks in Title II programs in the same year meant 3 million fewer par- 
ticipants in maternal and child health programs (from 14,4 to 11.4 million). 
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tbree mllUon fewer enrollees in food for work progTams (from 11 to 8 mllUOD), 
and 11 miUion fewer children in Bchool feeding programs (from 36 million to 25 
million). 

Such aid cutbackB have two devastating results. The first Is an increase In 
the developing nation's death rate. For example, available data for I9T4 In one 
niral district of Bangladesh— Metlab Bazar — links death rates with food 
scarcity. In tills case, tlie reluctance of donor nations to provide enough addi- 
tional food relief, because it would have raised their own domestic prices, played 
A deadly role. Without adequate food assistance Metlab Bazar's death rate 
soared. Ttie death rate there suggests a nationwide increase in deaths of more 
than 800,000. 

Second, with aid cutbacks, poor nations are at the mercj of world market 
prices. Grain prices tripled and quadrupled in the 1972-73 market year, with 
wheat prices rising from {60 a ton to $200, and rice from $130 a ton to more 
than $500, When a cash-poor developing nation la forced to make food porchasee 
In the international market at peak prices to meet food deficits, that is money 
that is not availahle for making de^)erately needed long-term agricultural 
production and development gains. 

While some people have suggested that the 1^72-74 experience was unique, and 
nnlikel; to recur, recent events suggests that it was not. For example, Indica- 
tions exist that due to the moderate grain price run-ups of recent months, 
anticipated program levels might not be met — particularly the mandatory Title 
II minimum for fiscal year 1980 — even though serious food sboriages are emerg- 
ing in several developing nations. The irony of this is that while the Congress 
has devoted considerable attention In recent years to improving the capacity of 
Public Law 4S0 food assistance to meet the emergency and developmental needs 
of the poor, the effects of such reforms might l>e diminished by the inabillt; to 
provide continuity in prc^rammlng food aid levels. This is the problem the Food 
Securit; Act is intended to address. And pariicularly, to safeguard our Pnbilc 
l4iw 480 program as it plays an increasingl; important role in meetii^ the 
enlarged food needs of the developing nations In the 1980's. 

AD EUEBOinO COHBEH&U& 

These considerations are not new to the Congress. On several occasiMia tlie 
Ctmgress has encouraged the establishment of such reserves. In 1977, the Senate 
passed a Bellmon/Humphrey bill in its version of the Farm Bill mandating such 
a reserve. (It was deleted during the House/Senate conference liecause o* a 
House jurisdictional problem). And last year, tlie House Agriculture Committee 
and International Relations Clommittee passed almost Identical legislation (H.EL 
13855) to the Food Security Act. 

In addition, such a reserve to backstt^ Public Law 480 has been advocated 
by a number of international and national bodies as an essential element of a 
^n for worid food security. These include the World Food Council; FAO; The 
Special Taskforce on Public Law 480 that was mandated by the Food and Agri- 
culture Act of 1977 ; and President Carter's World Hunger Working Group. 

FEATDBBS OF TEE FOOD BECUBITT ACT 

Title. — It has l}een changed from the International Emergency Wheat Reserve 
Act to make explicit that unlike the legislation sent to Congress last year by the 
Carter Administration, this reserve wotdd only be used to saf^nard the Public 
Law 480 food assistance program. No stocks would be used as a contribntlcm 
to an internationally negotiated reserve system or for purposes of grain price 
statiiiization as under the previous bill. 

Relationship to Public Law 480. — All stocks from the Food Security reserve 
would be distributed through the Public Law 480 program, and would be subject 
to the same human rights and needs criteria as normal food aid. By Channeling 
stocks trom the reserve through Public I^w 480, it assures that supplies can 
not be politically abused, and, equally important, that they will not retom to 
the domestic market, depressing farm prices to the deteriment of U,8. producers. 

Size of the reaerrc— Both the Administration bill, H.R. 448© (introduced by 
Mr. Foley and Mr. Zablockl by request) and the McHugb/Gilman bill, H.R, 
8611/2 would establish a 4 million ton wheat reserve wlt^ 1,37 million tooa to 
come from stocks currently under CCC ownership. The remaining stocks would 
be purchased on the market. The 4 mlltlon tons represents a coD:q>romise betwe^i 
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the 3 million tons endorsed b; the House Agriculture Committee and the 6 
million tons by the House tnternetional Belations Committee last year. The 4 
million tons Is also justified on the grounds that the United States has recently 
committed itself to a larger annual food aid level (4.4T million tons) under the 
Food Aid Couventlon. and because most studies of food aid demand in the 1980'8 
point to a considerable enlargement of U.S. Public Law 480 levels eubstaiitially 
above the current 5 to 6 million ton aunual average. 

Released provisions.— Both the Administration Mil and the McHugh/Gllman 
bill call for release from the reserve oolj when the domestic st^iply of wheat 
In the United States is so limited that quantities of the conunodit; can not be 
made available under the criteria of Section 401(a) of PubSlc Imw 480 (domestic 
consumption, adequate carryover, and commercial exports for dollars taking 
priority). While this release criteria provides the Administration some flexi- 
bility, It also adequately assures that the reserve stock will not be distributed 
prematurely and to the detriment of U.S. producers. 

In addition, the Administration hWl includes a provision that would allow 
for the release of up to 300,000 tons of wheat. In any fiscal year for "urgent 
hnmanitarian relief even In a situation when domestic supplies might not be 
tight. The apparent justification for such a provision Is that a situation could 
arise— most likely at the end of a fiscal year— when existing Public Law 480 
suwilles have already been allocated, and the need for a quick response to a food 
emergency would preclude the time-consuming procedure of requesting a supple- 
mental appropriation from the Congress. Bread for the World Is supportive of 
the intent of this provision (In fact, the recent grain price increases, combined 
with emerging shortfalls in several developing nations might be creating the 
kind of situation In which programmed Public Law 480 levels can not be met 
and additional Public Law 480 quickly needed). However, we suggest that the 
Administration provide your committees explicit esamplles of when such a 
provision would be needed. In addition, should such a provision be adopted, the 
Congress should be provided a quick accounting of how stoclts are naed each 
time the provision Is implemented. In each Instance, prompt replenishment of 
stocks should occur to off-set any price impact stock release would have on the 
domestic market. Finally Bread for the World is supportive of the 300,000 ton 
provision's inclusion in the Food Security Act only if It does not Jeopardize 
passage of the legislative package. 

Oovemment ownership of »tock». — The Food Security calls for government 
ownership of stocks In part hecanse GCC default stocks will constitute a portion 
of the reserve, but also because it assures food availability for rapid reiqmnse in 
the event of an emergency. While producer wariness of government reserves 
is understandable, the size of the reserve is small, and the explicit criteria 
for release through Public Law 480 assures that stocks will not be returned to 
the domestic market or sold commercially. While there Is some attraction to the 
idea of having some stocks held by U.S. producers themselves, as with the farmer- 
held reserve, there are at least two compOicatlons. One Is that It would be tech- 
nically diflScult to write contracts with producers that would assure that stocks 
would be readily available for transshipment in the event of an emergency. The 
second is that producers would most likely demand price release provisIonB 
similar or higher than those for the farmer-held reserve program. Such pro- 
visions would likely create a situation where the Administration wotdd be 
unwilling to make purchases for emergency relief in a high price, tight supply 
dlmate because of the Inflation impact it would have on domestic food prices. 

Acquigition.— The President's 1980 budget includes funds for the establish- 
ment of the Food Security reserve. Original estimates were that the reserve 
would require direct outlays of $2T1 million for purchase and storage Id fiscal 
year 1979 and $48 million for storage in 1980. There would be offsetting savings 
for loan activities and deficiency payments. Since that Initial estimate was 
made, the Increase in wheat prices has altered these estimates. If a substantial 
portion of the reserve were to lie acquired in fiscal year 1979 it would result In 
an Increase In the season average price of wheat above the 1(» cents per bushel 
originally estimated. The Administration has indicated that it Intends to purchase 
for the Food Security reserve In the $3.00 to $3.25 range, so the sequence of 
acquisition will d^>end on the supply and price situation later this year, and 
tiie price Impact of next year's production when there will most likely not be a 
set-aside. 
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Olven the present uncertainty as to crop production this year, and Indications 
that there will Ijp no eet-aside next year, tbe Food Security reserve could play an 
Important role in supporting wheat prices for U.S. producers should there be a 
price dip either this season or next. 

Alternatives to the Food Security Act. — Some members of Congress liave 
suggested that a $500 million financial fund rather than a commodity reserve 
could be a backstop to the Public I>aw 480 program in times of tight supply. 
Such a fund proposal was defeated in both the House Agriculture and Interna- 
tional Relations Committees last year by votes of 27 to 16 and 12 to 2, respec- 
tively. The arguments agalust such a fund are based on these considerations : 

1. Unlilte a grain reserve, a fund assures that only money— not food -is avail- 
able. Even though tbe fund may ample financing, there is no assurance that 
sufficient supplies of food will be available for purchase at the time wheu they 
are most urgently needed. With a physical reserve, the stocks are there for rapid 
response when critical need is the greatest ; 

2. A financial fund would have price impact at exactly the wrong time. Tbe 
fund would be used for purchases In the market only at times of extremely high 
prices. And at those times the Pre^dent would be most reluctant to use it 
because of the Impact such purchases would have on domestic food prices. If 
used, it conid hurt U.S. consumers, and raise the spector of impending embargoes 
and export restrictions — thus ultimately limiting commercial sales by U.S. 
producers. A commodity reserve, however, acquires stocks when the market price 
Is slightly depressed — thus strengthening prices when producers are moat in 
need of relief, and insuring that sufficient supplies are available later to meet 
emergency need. 

3. Having a financial fund does not insure that it will be used. The fund is 
Dot all that different from the approximately $10 billion In CCC borrowing 
XK>wer at the President's disposal during the 1972-74 food crisis. While he could 
have used that money to enter the market for additional purchases for the PIj~ 
480 program, he chose not to because of the domestic price impact such pur- 
chases would have had. For similar |M>liticHl and economic reasons, the Presi- 
dent would likely not use the 3^600 million fund, even in an emergency, if It were 
to be inflationary to the domestic economy, as it would be in a high price, tight 
supply situation. 

4. While there are some potential cost advantages to a tinanciai fund in that 
it earns interest when not in use, while a commodity reserve costs in storage, 
interest and transportation charges, the price at which tbe grain is acquired is 
a key determinant of the overall cost. Thus a commodity reserve would likely 
prove more costly only if the stocks were held for many years. 

' 'For example, even if the Administration were to pnrcliase for the reserve at 
13.30 per bushel (a price above which they have indicated they are unlikely 
to purchase), they could hold the reserve for 5 years at a total cost of $6.20. This 
Includes annual costs for storage of about 25 cents; interest of about 30 cents, 
idus a one time handling charge Of 15 cents per year — total carrying charges of 
70 cents the first year, and 5.1 cents each subsequent year. A financial fund, how- 
ever would most likely only be tapped^if at all — t>eginning in the $6.00 range, if 
the example of the ll>72-74 period, when wheat prices doubled and then tripled, 
le representative. With this in mind, a modest sized wheat reserve would prolmbly 
prove a more prudent investment than a flnaiidal fund. 

While a financial fund would appear to be a poor investment in a tight-snpply, 
high-priced situation, the fund approach should not be entirely discounted. While 
it would likely lead to sharp increases in food prices during a period of short- 
ages, it has appeal as a facility that could be tapped in periods of ample supply 
when an individual cash-poiir developing nation has a significant shortfall. Such 
a fund could then be used for purchases from exporting nations that have 
surpluses. 

Currently, such a financial facility is being studied by the World Bank, FAO 
the International Food Policy Research Institute (IFPRI), and the World Food 
Council. Most studies suggest that If snch a facility were to be established. It 
should be on a multilateral lusis, rather than bilateral — the intent being to at- 
tract funds from the non-grain exporting nations, including OPEC. Bread for 
the World is suiq>ortlve of snch an approach, but only as a complimentary facility 
to the Food Security reserve (that would be used in periods of tight supply and 
high prices worldwide) but not in its place. 

In conclusion. Bread for the World urges the House Agriculture and Foreign 
Affairs Committees to report out legislation to esrablish the Food Security Act 
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at the earliest passible date. We believe that such legislation is not oalj ot 
benefit tu U.S. wheat producers, but is an esHential element in Htrengthening 
world food security. As a backstop to our PL-480 program, it would demon- 
strate U.S. 'commitment both to the continuity of developing in the poor coun- 
tries, and to the disadvantaged and hungry, whose lives are on the line in times <rf 
food scarcity. 

Mr. Daschle. Thank you, Mr. .Tones. We appreciate your statement. 

Mr. Sebelius, do you have any questions to ask Mr. Jones! 

Mr. Sebeliits. No, I appreciate Mr. Jones' presentation, I appre- 
ciate likewise his very sincere feelings on the subject that a bird in 
the hand is worth two in the bush, 1 can see validity to it because I 
have seen administrations wlien the price gets up aways back off as a 
political expediency rather than following through. 

On page 6 in paragraph 4, I think it underlines the basic thesis I 
have where you say if it is held for 5 years it will be a cost of $6.20 
climbing from $3.30 that you paid for it and at the end of 5 years you 
would only have $6.20 invested in a bushel, 

I still think it is much more valid to assume wheat being an interna- 
tional item grown anyWhere, that we keep that money for the farmeir 
when it neem to be bought out of liis reserve or otherwise rather than 
spending it all on interest charges. I will not repeat my basic theme. 
It is how I see it, 

I do share your feeling and all the others that we do need to be 
aware of it and we do need the mechanism of it but it is Just route you 
want to go. I lost on this route last year and I doubtedly will lose again. 
I feel very sincerely tliat I will fight to get more of the money for the 
farmers and less for the grain handlers and the bankers. 

Thank you for your statement. 

Mr, Jones. In the spirit of compromise, I would like to draw your 
attention to a portion of my statement which I did not mention and 
which is on the bottom of page 6, 1 find the financial fund while a poor 
investment in tight supply situations, that it should not be entirely 
discounted. 

There are a number of organizations including the World Food 
Council, FAO, the IMF and several others who are looking into the 
idea of a financial fund which would be used not in periods of tirfit 
world supply and high prices but in periods of moderate prices, Ii a 
nation like Bangladesh has a major shortfall, you could tap that inter- 
national financial facility to provide them credit so they could pur- 
chase from tT,S. producers or from other exporting nation producers. 

The thing about going on an international basis is that you could 
then tap OPEC money and other int*niational money of non-grain 
exporting countries. We would very much like to work with you on 
that approach. 

Mr. Daschle. Mr. Johnson. 

Mr, Johnson. I have no questions. 

5 -TEAR PERIOD 

Mr. Daschle. I was wondering if you could elaborate a little bit on 
just how long and let's assume we hold the grain reserve for a .^-year 
l)eriod and over that .^)-year period what do you anticipate to be the 
tumoi-er in that reserve year in and year out? Do you anticipate thAt 
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over a period of time there would be 100 percent turnover in that grain 
or would we ever find ourselves actually in a position where we would 
have to dump the grain where our anticipated supply was greater 
than the anticipated need in a year of plenty ? 

Mr. Jones. I think factored into the cost I gave you ia a cme-time 
rotation of stocks, depending on where you are holding your wheat. 
If you are holding it in Minnesota under cool conditions, you can hold 
it for a very long time. If you are holding it in Houston in very humid 
conditions you cannot hold it for as long a time. 

Mr, Daschle. It would be hard to predict what the turnover would 
be in the reserve over a period of time? 

Mr. Jones. According to the figures we are using there would only 
be a one-time turnover in a 5-year period. 

Mr. Daschle. In other words we would never replenish? 

Mr. Jones. You are saying when you use the reserve. 

Mr. Daschle. That is right 

REPLENISHMENT FROOEDUBE 

. Mr, Jones. The administration has not really come clean on the re- 
plenishment procedure. I suggested in my testimony that if you used 
that 300,000 tons which would be released at any price, that you should 
replenish immediately. It could have a price impact whidi might hurt 
U.S. producers and because prices are moderate you could afford to 
come right in and replenish it. 

In terms of replenishing the normal 4 million tons, I think you have 
to take into consideration what the price of wheat is. If it is in excess 
of $5, it is not financially feasible to do it and it would have the kind 
of inflationary impact that would aggravate food prices. 

Mr. Daschle. If we were to assume that the price would not be over 
$3.50, would one assume then that the replenishment would occur 
almost on an annual basis ? In other words, it is the price that seems 
to be the determining factor and not the amount, not the 4 million 
metric tons. 

Mr, Jones. I can only go on what the administration has clearly said 
and that is they intend to replenish when the price of wheat is explic- 
itly below $3.39. 

Mr. Daschle. Again, Mr. Jones, I want to thank you for your com- 
ments and your answers. We appreciate your coming before the OMn- 
mittee this afternoon. 

Our final witness this afternoon is Dr. George Chauncey, Chairman 
of the Interreligious Task Force on U.S. Food Policy in Washington, 
D.C. 

Dr. Chauncey, we are delighted to have you appear before the com- 
mittee this afternoon. 

8TATEMEHT OF OEORGE CHAUNCEY, CHAIRMAN, INTEERELiaiors 
TASK FORCE ON VS. FOOD FOUCY 

Mr. Chauncey. Thank you, Mr. Chairman. I welcome this opportu- 
nity to testify on behalf of the task force. We have submitted a state- 
ment for the record and I would like to highlight some of its main 
points. 
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The task force strongly supports the Food Security Act of 1979 and 
urges you to act favorably on it with all due haste. The need for a 
reserve of last resort to backup our food aid program is urgent for a 
number of reasons many of which have been stated by other witnesses. 

One, afte.r the three biggest world crops in history, supplies are 
still tight because of dramatic increases in consumption. Two, devel- 
oped countries hold 75 percent of current stocks and the vast majority 
are not in any formal reserve program. Three, the International Wheat 
Agreement negotiations have collapsed with no hope of renewal in the 
near future. Four, for the first time in several years bad weather in 
various regions of the world is negatively affectmg supply conditions 
while demand is continuing to grow. 

Mr. Chairman, the secretary of our task force, Larry Minear, of 
Church World Service and Lutheran World Relief observed a meeting 
in Rome last week of the U.N. World Food Council's preparatory ses- 
sion for its fifth annual meeting to be held in September in Ottawa. Efe 
reports that the governments there expressed considerable concern 
over the present international situation. They observed that world 
wheaJt prices have increased more ^han 33 percent in the last mont^ 
from $140 ot$190 per kai. While this increase is certainly welcome from 
a producer's point of view, it would if sustained during the coming 
year, mean an additional cost of about $2 billion to developing coun- 
tries if they in fact were able to follow through on planned imports. 

At the same time recent energy cost hikes are likely to raise the cost 
of food production in all countries and of transportotion of food be- 
tween and within countries. 

With higher prices for commodities already having a downward im- 
pact on food aid tonnages and in the absence of a new Food Aid Con- 
vention, governments in Rome last week expressed the need for an 
absolute minimum flow beyond which food aid can be assured not to 
faU. 

The Council is considering recommending to ministers meeting next 
September that food aid contributors constitute national food aid re- 
serves adequate to meet their food aid commitments at all times. 

Thus as the world moves into a period of tightening commodity 
supply the Food Security Act is urgently needed to make sure that the 
U.S. Public Law 480 program may be counted on when needed most. 

There seems to be no dispute, Mr. Chairman, as to the need for this 
reserve. Whatever opposition exists seems to be based on considerations 
other than need. At least five questions about Uie emergency reserve 
require comment. 

Are there not other reserves which would serve the same functitm! 
We believe not. No other reserve in existence is being considered, 
neither the U.S. farmer-held reserve, the Wheat Trade Convention nor 
the World Food Program's International Reserve for Emergencies, as 
a backup to Public Law 480. 

Is this not a poor time to consider stocking such a reserve? There 
will never be a good time but there is no better time than now. It is 
ironic that in times of serious commercial food shortages governments 
are paralyzed in their efforts to create reserves because food is eitJier 
too scarce or too expensive. Yet with the return of good harvests the 
sense of urgency di^pates and complacency sets in. Neither paralysis 
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nor complacency should be allowed to undermine constructive action 
on world hunger. 

We need the wisdom of Joseph who as recorded in the Book of 
Genesis foresaw the bad years which followed the good and established 
reserves in all the areas of Egypt. 

Would not the release of this reserve have a negative impact on 
prices received by American farmers ? We think not. 

Any price impact should be negligible. The reserve would only be 
released in times of tight supplies as described in section 401(a) of 
Public Law 480, Thus the reserve stooks would l>6 released only after 
the depletion of the farmer held reserve. It would not be used to 
depress market prices. On the contrary as othera have observed, pur- 
chasing stocks at a time of ample supply would improve prices for 
American farmers. 

If the Senate passed language ad<ling "development purposes" to 
the "urgent humanitarian puri>o6es" exception to section 401(a) of 
Public Law 480 is approved, would not that eliminate the need for a 
Food Security Act i-eserve? 

No, Even with the change in section 401 (a) which we strongly sup- 
port, there is still a need for commodity reserve which the TJSDA 
could tap to exercise the proposed Secretary's autliority in tight sup- 
ply situations. The Secretary needs both the authority and the physical 
stocks to draw on. ' 

Would not a cash reserve which would be used to purchase emer- 
gency supplies be better than a physical reserve? No. 

We certainly share the concern Mr. Sebelius has raised about m<H« 
inccsne for the farmers rather than for the bankers or other dealers. 
We believe as other witnesses have that even if the fund had ample 
financing there would be no assurance that the grain was there avail- 
able for purchase, and if the supplies were available, the price impact 
would make the President extremely reluctant to use the funds. This 
ia what happened, Mr. Chairman, in the crisis in 1974. Lest we think 
the situation has changed since, a more recent example confirms the 
problem. 

The Appropriations Committees are already discussing the very 
real possibdity that the mandatory title II minimiuns will not be met 
in fiscal year 1980 liecause of the increased cost of commodities, this 
in a time of moderate prices. 

To conclude, Mr. Chainnan, over the long term there is no sub- 
stitute for far-re-aching agrarian reform, employment generation and 
increased agricultural production in food deficit countries if world 
hunger is to be significantly reduced. 

We certainly agree with Mr, Sebelius that we do not want to use 
food aid as a disincentive to increasing food production in the develop- 
ing countries. Without significant improvements the chronically 
malnourished will be as unable to purchase food in good years as they 
are vulnerable to food shortages in bad years. 

Food aid and reserves are certainly no replacement for developmMit. 
Yet while progi-ess is being made on other fronts, they can if properly 
used serve an important function. 

Therefore the task force believes that the administration should 
take the leadership in reconvening the Food Aid Convention negotia- 
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tions and in seeking an agreement b^ which the costs of reserve could 
be equitably borne by the international community. The Congress 
should promptly enact the Food Security Act of 1979 to safeguard the 
commendable unilateral commitment our Government has already 
made to keep its Food Aid Convention pledge of 4.47 million metric 
tons. 

Thank you, Mr. Chairman. 

Mr. Daschle. Thank you, Dr. Chauncey. I think the questions which 
you raise in your testimony and subsequently answer are questions 
that are certainly the most pertinent questions relating to the legisla- 
tion pending before the two committees. 

I commend you for the way in which the testimony was presented. 
I think it certainly answers many of the serious objections which have 
been raised with this legislation in the past. I want to thank you for 
comingto the committee this afternoon. 

Mr.^uchanan, do you have any questions you would like to ask the 



Mr. Buchanan. Thank you, Mr. Chairman, I would like to join 
with you in commending Dr. Chauncey for his testimony and for his 
leadership in this area. I think it is particularly appropriate that en- 
tities which comprise the Interreligious Task force on U.S. Food 
Policy ajid Bread for the World should be involved in this matter of 
public policy and encouraging this country to use its position of lead- 
ership for good in this way in the world, 

I think it is very relevant for the wisdom of Joseph to be brought 
to the attention of the Congress in this context. I thank you, 

Mr. Chauncey. Mr. Chairman, Mr. Buchanan would be interested 
in knowing that the Southern Baptist Christian Life Commission has 
now joined the task force. Its name is not yet on our letterhead be- 
cause wp, are too chinzy to throw away the old letterhead. We are going 
to run some new letterheads and list them as one of the cooperating 
agencies. 

Mr. Buchanan. That is very happy news. Thank you. 

Mr. Daschle. Mr. Sebelius. 

Mr. Sebelius. Mr. Chairman, we trust perhaps Reverend Buchanan 
had something to do with that. We know his concern and we know 
yours, Reverend Chauncey. This is about the eighth or ninth time I 
have heard you testi:^ on these various subjects and you do such an 
admirable job. Sometimes I waiver just a liibtle bit to see that we get 
the maximum dollar for the farmer and we will work it some way to 
try to have something available. It is a matter of approach. 

Mr. Daschle. Mr. Johnson. 

Mr. Johnson. No questions, Mr. Chairman. 

Mr Daschle. Mr. Hance. 

Mr. Hance. No questions, Mr. Chairman. 

Mr. Daschle, If there are no other questions, again I want to 
reiterate the thanks of the Committees on Agriculture and Foreign 
Affairs this afternoon for allowing these witnesses to come. Dr. 
Chauncey, I especially want to thank you. 

Mr. Chauncey. Thank you, Mr. Chairman. 

Mr. Daschle. We will adjourn the committees at this time. 

[Whereupon, at 3:12 p.m., the committees were adjourned.] 
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APPENDIX 1 

LmTER TO SpB&KQt FrOH DePAKTHENT of AoBICtJI.TUBE TBAITSMmiNO 
COFT OP THE pROFOfiS) LbDISLATION 

IMPABTMBNT of AaBICTUI.TT[BE, 

OmCE OF THE Secbetabt, 
WaiMngton. D.C.. May 8. 1970. 
Hon. TmoiUkS P. O'Neiix, 
Speaker of th« Houte of RepretenUitivea, 
WattUngton, D.C. 

Dkab Mb. Speakeb ; Enclosed for the consideration of Oongress is a draft bill 
"To BUtborize tlie eetabliHhment itf a food security reserve of wheat and for othtf 
related porxioses." Thie proposal will authorize the President to establish and 
maintain a wheat reserre to ensure tbat stoclu will be available for the Public 
Law 480 food aid pr(«ram even in a period of tight supplies, 
nils Department recommends that the bill be enacted. 

This bill la uearl; Identical to H.B. 13835 as reported last year b; the House 
Committees on Agriculture and International Relations bat has three note- 
worthy changes. First, the title has been changed from the International Emer- 
genc; Wheat Reserve Act to the Food Security Act. This lias l>een done to make 
clear that, onlibe the legislation sent to Congress by the Admin istratlwi last 
year, this reserve would be used only for food aid and would not be linked to 
an IntemadouaUy negotiated reserve system as the previons bill was. Second, 
this bill would authorize a reserve up to four million metric tons of wheat The 
House Agrtcnltnre Committee had authorized up to three million tons ; and the 
House International Relations Committee, np to six. Third, the bill indndes a 
provision In Section 5 which would allow release ot a small portion of the 
reserve for argent humanitarian relief in any fiscal year. Sacb release would 
be warranted only when the United States could not respond quickly to a local- 
ized emergency through reallocation of existing Public Law 480 resonrcea or 
through a. supplemental appropriation. 

Since announcing its comprehensive reserve stock program In August 1977, the 
Administration has indicated its Intention to create a special reserve stock of 
wheat which would be used to ensure that the United States could meet Ita 
food aid commitments to developing countries during periods of ti^t sapplles. 
During 1978 we worked closely with Congress to develop legislation which would 
serve this purpose. The House Agriculture and International Relations Commit- 
tees approved H.K 13835, which had the support of the Administration, pro- 
ducers, and others concerned alxint the U.S. rood aid program. 

This bill would authorize stocks of wheat for the food security reserve to be 
acquired by designating wheat in the Commodity Credit Corporation (CCC) 
Inventory to be part of the reserve and by purchasing wheat In the market or 
directly from farmers when the Secretary determines such purchases will not 
nndnl7 disrupt the market. Wheat from the reserve could only be released 
through the Public Law 480 prt^ram and only when the domestic supply of wheat 
in the United States is so limited that quantittes of the commodity cannot be 
made available under the criteria of section 401(a) of Public Law 480, 

If enacted. It is intended that this authority will be used to purchase 85 milllmi 
bushels (2.3 mmt.) for the reserve. The 50 million bushels (1.37 mmt.) now 
under CCC ownership would also be designated as part of the reserve. Together 
with the 415 million bushels (11.4 mmt.) In the Farmer-Owned Reserve, this 
would bring the total reservea of wheat (both Farmer-Owned Reserves and the 
Food Security Reserve) to the 560 milUon bushels (15 mmt) target establlahed 
by the Administration. 

(63) 
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Tbe Presldetit'B 1960 Budget inclndea funds for the establlBbment of anch a 
reseire. As estimated in ttiat Budget, establishment of the reserve would InTolve 
direct ODtiajs of {271 mllllou for purchase and storage In fiscal year 1979 and 
$48 million for storage in fiscal year 1980. There would he ofCaetting savings for 
loan activities and deflcieucy payments aa reflected in the Preaident'e Budget. 
It is estimated that the establishment of this reserve in the 1979 marketing year 
would increaae the season average price of wheat by about 10 cents per bushel. 

An identical letter has been sent to the President of the Senate. 

Tbe Office of Management and Budget advises that there is no objection to the 
presentation of this report and that enactment of this proposed legialatioo would 
be in accord with the Presidents' program. 
Sincerely, 

Bob B^i.Ain). 
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APPENTHX 2 
IflrrrBB From Osairxiek Zablogki awi> Foiet With AistrrrovAi, 

QUHBTIONG TO THE DefAPISIKWT CBT AoHIOOt.TCTtE AND ^BSKWSBS 



ConraoiBe or the Xluiniiii Sttatbs, 

HODBE OF £BraG6EIITA7TV£S, 

CautuTOa: on Fobeigk Ato'airb, 

Waebanpton. DiC, Jviv 16, 197$. 
Baa. Bra Beboiaitd, 

Seergtory, U.S. Itvportmeta of AprieuttKPe, 
Washington, B.C. 

IOas Kb. BEt^BEABT ; Hitj we tliBift yon and Xtr. Hathaway, Again, for yoor 
tefltsmoD}' btfore the joint Miielini of am- two comiDtttseee on T^nesday. ll>e 1b- 
farmatinn ^on proviOefl wtC be moot bel^tfnl for tbe «ODiiidtt«ec in war coniM- 
«nttioii or H.S. 448e uraC TSloteOlegidstifni. 

Fnrtber In coiuietTtioii with the hearhtg. -we wouM s$pt«d*.te aBS««rs to tbe 
^[oartiaDe Wlbkili aj¥ ou the attacbfrd lint. As 7011 ma; MrM. MiDe of Hm ^MOtlOBC 
-were aeked bj* menibere preeent at tlte beariiie. Tbe reqwusee will be indoded !■ 
ll>e prmted record of the heaxtng, 
WiUi bGHtirifibeB. we reamiD 
BinGerel; fOOTB, 

TaoMAe 8. Fiocxr, 

CMMtWT J. !Saklocki, 

1. What iE the projected coet erf the proposed reaerre over Us Ar«t y«*r of 
opeTatiDii?Or-erSF«are?OveTl6 fcbtii^ 

Of tlw pr(^*OBed 4 million iMetric toss (mait), 1.4 mmt would be traDsferred 
frtun Commodity Oedit CoipormlioD (CCC) stoctB. TiMSe stasis were acquired 
at a price of &25 per bnsbeL IntH^Bt and storage costs will be Incurred for 
tiilc 1.4 nuDt eresL if food aecaritr lecisUtion la not eiiacted. However, the 
tmniter of tiie 1.4 mint to loeaticmB near export I« eeUmated at $21 million the 
llTEt .Tear. 

71>e muaining 2.6 mini are asGnmed to be acquired at $3.00 to t3.S0 per bushel. 
The cost Qt acqoiEitioD would, therefore, be between C2S? and $334 million. Aa- 
Boming that the interest rate paid to the Treasury by CCC is 9 percent per an- 
anin. interest costs would be $26 to $30 million each year. With storage at 30 
cents per bushel each year, annual storage costs would be about $28 million. 
Transportation and loadiog/nnloading charges would be about $SS million the 

The following table snmmariies tie costs associated with the ivaerre for the 
first yat and for each subseqaent year, with totals for 5 and 10 years, assuming 
that the reserve Is not used within those time periods. 
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Tbe table does not Indade the potential savlnga In wheat Aetidmuj v^jmmita 
In tbe rear tbat tbe wheat 1b purcbased, nor does it reflect the potential aavIngB 
In Pnbllc Law 4S0 costs In tbe year tbat tbe reserve Is used. Deflciency payments 
■avlngs could be as mncb as tSOO to $400 million, largely offsetting tbe flrst year 
costs. Savings In Public Law 4S0 costs woold depend on tbe market price of wheat 
In the year the reserve is used, compared to tbe cost or wheat in the reserve. 
If this difference were fS.OO per bnstiel, then tbe savings in Public Law 480 costs 
conld be $400 miUion or more. 

It is unlikely that the reserve wonld not be dravm on for 6-10 years (see 
answer* to questions 2 and 3 below) . 

2. How often would you expect the reserve would be used? How much of the 
reserve would be likely to be used at any one time? 

The reason that a food security reserve is needed Is because circumstances are 
unpredictable. Bad weather, which would reduce our supplies, can occur at any 
time. The Incidence of use Is likely to increase as world population grows and 
supply Is matched more closely with demand. Our latest projections Indicate 
tbat tbe supply /demand balance will remain relatively tight through the early 
l»80's. 

It la nnlikely that the reserve wonld be used all at once. The 4 mmt may be 
able to accommodate two fairly tight supply years in a row. 

Would the reserve be subject to budgetary controls? If so, by wbom? Yes, 
tbe reserve will be subject to budgetary control. The already established au- 
thorities of the CCC would be used to establish and maintain the reserve, 'nie 
antboritles and appropriations under Pnbllc Law 480 wonld be used to flnance 
the export of wheat released from the reaerre. Once the Food Security Act 
Is passed, tbe Administration will request new appropriation language for Pnbllc 
Law 480 to ensure that sufficient funding la available to Implement tbla 
legislation. 

8. How often would you expect the 300,000 ton provision In Section 6 to be 
nsed? 

We would expect to Implement this provision only rarely and in unnsnal 
drcumstances. It la Included to provide additional flexibility to allow tbe 
United States to respond to urgent humanitarian needs qnlckly. 

4. Under what speolflc types of circumstances wonld the 300,000 ton proTlBl<»i 
be used? Please cite some examples of where It would have been used In the 
ItBSt, If the reserve had been In existence ? 

Although It Is difficult to identify spcclflcs In tbla context, we wonld plan to use 
this provision to respond to Identified emergency situations. This could inclnde 
dther atqpeals by an Individual government or by International bodies such as 
the UN or FAO. 

The CDrrent year provides an excellent example of when tbla provMon conld 
be useful. Because of the recent Increases In the cost of commodities and trans- 
portation under Title II, we have very little funding left for this flscal year. 
Therefore, our ability to respond to identified needs in such a country as Nicara- 
gua Is very limited. The need to provide assistance to refugees In both Aala and 
Africa Is also well rec<«nlzed and we are limited In helping by a lack of avail' 
able funds. A final example Is Bangladesh. In the spring It was unclear how great 
ft food deficit Bangladesh was facing and how mncb food tlie international com- 
munity would provide. At that time it was evident the funds in the Public Law 
480 budget were almost all committed. Any quick response by the United States 
would have been difficult, IF not impossible. Fortunately, the Bangladesh situa- 
tion now appears to have Improved, primarily dne to responses by other conn- 
tries. However, those are the types of situations to which the 300,000 ton provi- 
sion would allow tbe United States to respond. 

5. Could the Executive branch accompli^ the same purpose as Intended t>y 
the 300,000 ton provision by allowing In Its annual Public Law 480 programming 
tor 300,000 tons which are not committed nnleas an emergency occurs during 
the year? 

Conceptually, a 300,000 ton reserve conld be built Into the Public Law 480 
budget. However, in practice, the budget programming and approval process, 
both In the Executive and legislative branch, would make Inclnsion of such a 
reserve very difficult. 

6. What Is the definition of "emergency" as used In Sections 2 and 5 of H.R. 
4489, the "Food Security Act of 1979 ?" 
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As nwd in SectliMiR 2 and S of H.R. 4489, the tenn "emergeDcj" reten to & 
sltnatloii In which : (a) The domeetlc anpply of wbeat tn the Unired States Is k 
limited that qoantlties of the commodity cannot be made available under the 
criteria of 'Section 401(b) of Uie Agricultural Trade DevelopmeDt and Assistance 
Act of 1954 for dl^Kwltlon under the Act, except for nrgBnt buiuanitariaD pur- 
poses ; and (t>) the recipient developing country la nnable to meet Ita minimum 
domestic food requirements through its own domestic food production and com- 
mercial imports. As a practical matter, whenever the amount of wheat avail- 
able to be proKranimed under Public Law 480 Is limited by the section 401(b) 
criteria, the world as a whole will. In all probBbillty, be experiencing at least 
a very tight supidy situation, if not ontrigbt shortages. Under these circum- 
stances, the poorest developing countries, which have Httle or no foreign er- 
cbange reserves, will be unable to meet th^ir minimum domestic food require- 
ments through commercial purchases. This would constitute an "emergency" 
nnder Sections 2 and D of H.R. 448B. 

7. What are circumstances under which purchases for the reserve wonid be 
considered to "unduly disrupt the market," as this term is used in Section 4 of 
B.B.4488? 

It is desirable to have supplies that will meet our domestic and export demand 
(including Public Law 480) with adequate carryover to maintain reasonable and 
stable prices. If supplies exceeded these goals, we wonld be able to purchase 
wheat for the food security reserve without unduly disrupting the market. 

8. What would be a "major disaster" as the term Is used in Section 51 

As used In Section 6, the term "major disaster" refers to any natural or man- 
ntade event, or series of events, of a calamltons nature and which causes wide- 
spread human suffering. 

9. What inventory level of wheat in the United States would be sufficiently low 
to trigger rdCase of wheat from the reserve under Sections? 

It la difficult to he precise in answering this question because onr grain ntlUsa- 
tlon and stoclia objectives change from year to year. In general, we would expect 
to use the reserve if our estimate of ending stocks of wheat were tn fall below 
about 26 to 30 percent of total utilization of wheat (domestic nae plus eximrts) 
in any given year. 
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APPENDIX 3 
Statguent of thb Amerioan Fabu BmtEAu Federation 

JCLY 9, 1»79. 

Hon. Thouas S. Folet, 

OJtairman, Committee on Agriculture, 

Hon. Clement J. Zablocki, 

Chairman, Committee on Foreign Affairi, 

US. Souse of Bepretentaiivex, WatMngton, D.O. 

SiBB : The American Farm Bureau Federation's views with respect to the Food 
Security Act, H.R. 4489, are as follows : 

OOTEBKUENT-HKLD FOOD BESEBVXB 

OoTemment-managed reserve stocks of farm commodities are botb unneceesair 
and undesirable. Govemmeiit-lield reserves are not needed for the protection of 
onr customers here or abroad. Users of U.S. agricultural commodities have a great 
deal of protection in the productivity, dlveraity, and flesibility of American agri- 
culture. While we oppose government-held reserve stocks, we believe needed re- 
serves can and should be maintained liy farmers, handlers, and processora. Farm- 
ers and the trade have demonstrated that they will maintain larger reserve* If 
the U.S. government does not take over this function. 

The dire prediction In 1973-74 of possible catastrophles that wonld create a need 
for government-held reserves have not materialized. 

Farm Bureau supported the provision of the Food and Agriculture Act of 1977 
which requires the Secretary of Agriculture to administer a producer-held reserve 
program for wheat and feed grains. We believe this program Is serving a useful 
function, both for the orderly marketing of farm products and for food security. 

We also supported the section of the 19T7 farm act which requires the Se^etary 
to make storage facility loans available to producers of grains. 

As we have indicated, we want to avoid programs that would accumulate com- 
modlt.v stocks in the hands of the government. Government-owned stocks are not 
necessary for the welfare of either our domestic or our foreign customers ; they 
are costly in terms of their Impact on farm prices and the federal budget. We do 
not believe that government stocks can t>e segr^ated from the market. We know 
that such stocks are inconsistent with the objectives of a market-oriented agricul- 
ture. 

The existing authorizations for producer-held reserves and farm storage facility 
loans are consistent with our desire to facilitate more orderly marketing and at 
the same time avoid government-controlled reserves. 

Importing countries are free to maintain their own reserves and should be en- 
couraged to do so. The Agricultural Trade Act of 1978 has a provision which au- 
thorizes Intermediate CCC credits for the establlBhineut of facilities In importlug 
countries that wish to build and maintain reserves. 

roOD AID 

It Is sometimes argued that government-held reserves are needed to facilitate 
food aid to less-developed countries. We believe that foreign aid programs are 
worthwhile as a contribution to peace and the welfare of the entire world. We 
also believe that emergency food relief needs should have the highest priority on 
foreign aid prc^frams. We do uot agree that such programs require the main- 
tenance of goverument-managed reserve stocks. 

In order to meet emergency needs throughout the world, we favor the estab- 
lishment of an international fund to be used for the purchase of agricultural 
commodities only In the ainouutG, and when, needed. All nations of the world 
1 support such a fund and should share In its control In proportion to their 
(68) 
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I. TJie fond could be need to parchane needed aKTicnltanl e 
Um bam any nation having available snppUeH In order to meet dlatater needs 
and otlwr cmerseDclea. We shall continue to exidore ways of implementing this 



In our optnioD an Interaational fand has merit for several n 

Hie UinlUnK factor in food aid proKiams Is money, ratlier than an actual 
A»Tt«Ke of food commoditieB in wwld marketK The logical way to deal with 
thla problem Is to accnmidate a fond of mmey rather than a Btock[dle of com- 
modltlefl. 

The long-term answer to the food aid problem is to promote better, more elB- 
dent agricultural production and distrlbntion throughout the world as a founda- 
UOD OD which to build a better civilization. In the meantime, bumanltarlan eoo- 
■iderations require that some food aid he extended to needy pe<q)le In emergracy 
tdtuatims. An international fund is a logical and ^cinit way to provide fcr 
rach aid on a multilateral baslB. This, plus the existing farmer-held reeerrea and 
the Public Law 480 program as the delivery vehicle for U.S. assistance. Is snffl- 
cient without any government- held or controlled reserves. 

We ahall appreciate your making thla letter a part of the hearing record. 
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APPENDIX 4 

Statement of the National Grain & Feed Association 

J-uhr 19, 197&. 
Bon. GLEHKnr 3. Zablooki, 

Olurirman, OomnUttee on ForviffH Affoirt, 
Hon. Tbcwas B. Folkt, 
OluUrmttn, OomnUttee on AffrieultMre, 
VM. Haute of Repretentative*, 
WatMnntan, D.O. 

Deab Messks. Chaibuer : It Is requested that this letter be constdeied b; the 
Committee on Agricnltare and the Committee on Foreign Affairs in thdr deliltera- 
ttons <« H.B. 4489, Food Secnritjr Act of 1979 and tbat it be made a part of 
tbe hearings record. 

Hie National Grain and Feed AsBot^attMi Is a rolnntarr association of grain 
and fleed companies ranging in sixe from the smallest country elevator to the 
laHEest grain and feed complex and Includes warehousemen, merchandisers, proc- 
essors and exporters of the wide spectrum of grains and feeds. Ite memberriiip 
inclndea 1,300 direct memberships by Individual ctmipanles and 4fl affiliated state 
or regional grain and feed associations whose memberships include 12,000 grain 
and feed companies. 

The National Grain and Feed Assoclatlcw recognlaes the two main pnrpoaea 
of this wheat reeerre. One Is to establish a special reserve for humanitarian 
purposes under the Public Law 480 program. Hie second purpose is to have the 
reserve serve as a price stabilization mecbanism for farmers, eqieclallr in times 
when supines exceed the demand and prices are lower than desired. 

The National Grain and Feed Association urges that this legislation be amended 
In two ways. First, rules should be established to prevent the wbeat purchases by 
the Secretary from disrupting the market. Deflned mles for a government reserve 
program lessen the potential for market disruptions. Secretary of Agriculture 
Bergland is to be commended for the way the farmer-owned reserve program has 
been administered. When the grain prices reached the announced release and call 
price levels, the program of release or call was Instituted and not delayed nor 
modified. Secretary Ben^nd kept his promise of letting the reserve program 
operate^ 

If the Ckingress deems It worthy to enact the Food Security Act of 1079, the 
National Grain and Feed Association recommends that the 'Secretary of Agricul- 
ture be allowed to purchase wheat at prices no higber than some specified limit 
above the loan level, such as, 126 percent of the current loan level. Limiting the 
Commodity Credit Corporation (CCC) purchases to prices below a specified level 
would lessen the potential of market disruptions in the IT.B. domestic and export 
markets. 

The second amendment would dlmlnate a major fiaw in the bill. Thla flaw would 
permit the Secretary of Agriculture to pnrchase wheat directly from the producers 
(or the Food Security Reserve. 

The National Grain and Feed Association strongly recommends that the Secre- 
tary of Agriculture buy the reserve wheat by utiilalng the usual and customary 
Channels, facilities and arrangements of trade and commerce required by Section 
6 of the Commodity Credit Corporation Charter Act. Congress reconfirmed in 
Section 402 of the Food and Agriculture Act of 1962 Its long-sUnding policy of 
favoring the use by governmental agencies of the usual and customary channels, 
facilities and arrangements of trade and commerce. 

The National Grain and Feed Association's recommendation that CCC utilize 
(be usual and customary channels, facilities and arrangements of trade and com- 
merce was communicated by telegram to Secretary of Agriculture Bob Bergland 
and to officials of the Commodltr Credit Corporation on April 4, 1978, about the 
same provision contalnol in last year's similar reserve bill that was designed to 
establish an International Iteergency Wheat Reserve. The telegram was based 
(70) 
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npMi the motlMi of tbe Board of IMrecton ol the NatlMial Grain and Feed 
Association. 

Secretary Bob Bergland respoDded to tbe National's telegram by letter on 
April 18, 19T& He stated t 'mie various reserre prt^mmB present procurement, 
storage and logistical requirements of unprecedented nmgnltode. Consequently, 
OOC will need the cooperation, adaptabllit; and ingenuity of your association. 
You can be assured that OCCs mandate to use trade fadlitiee. etc,, to the maxi- 
mum extent practicable will be kept in mind at all times during the planning 
and operational phases of the reserre program." 

CCG has made use of the excellent and competitive grain marbeting system In 
the United States. The proposed purcbasea of wheat from farmers would be a 
precedent that is unacceptable. The National Grain and Feed Association Is 
greatly concerned that direct wheat purchases from producers by CCC through 
county ASOS offices will be disruptive to the grain marketing system and not an 
effective way for CCC to ccmduct the operations of Its Food Security Beeerve 
I^ogram. 

The success of any program established by OCC Id grain purchases and sales, 
Is dependent upon OCC recognizing the normal flow of grain in the marketing 
system. Owners and operators of grain elevators in tbe country and at terminal 
locations provide marketing services for all those who are selling and buying 
grain. Elevator owners have Invested cai^tal to provide the faeillttes to receive, 
handle, Btore, condition and load out the grain produced by U.S. producers. The 
elevator managers carry out managerial responsibilities of financing, storing, 
warehousing and marketing the grain sold to th^n or entrusted to them. 

Ttic National Grain and Feed Association recommends that CCC make its pur- 
clinser: From the marketing system because it provides tor Interaction of the forces 
nf (loiiiestic and world supply and demand. The producer receives truer market 
signals In the competitive system where prices refiect the Interaction of all buyers 
and sellers in the market. Tlie benefits occur for the producer when the buying 
Is cnrried out in a competitive manner even when the government iH Involved in 
Die buying. 

Tlie other logistical features of ttie marketing system provide the producer 
and ceo additional benefits. The grain is already in position and available 
tor CCC purposes and COO could buy on the competitive market. If grain Is 
bouglit directly from producers, the grain could not be delivered to country 
'elevators because of the tight storage situation created by grain carryover and 
the transportation crises. COO could request a local elevator operator to handle 
ttie Brain OCO purchases, but the grain could not be shipped out with di«)atch 
Since rail, and sometimes truck, equipment supplies are limited or not available. 
Additionally, elevator operators have already made contract commitments to 
load out and transport grain now In their elevators. OCO should not negate 
these commercial contracts. If 000 negates or cuts across tbe commercial con- 
tractual arrangements, CCC's actl<m would be disruptive and create chaotic 
conditions In the marketing of grain. 

Grain elevator operators are currently being hindered in marketing grain 
effectively by a severe lack of rail transportation equipment Not on& have 
elevator managers been storing high levels of grain, they have not been aide 
to ship grain in order to market their grain in an orderly manner. It would be 
difficult to store additional grain tbat CCC would purchase directly from 
producers. 

Tlie purchase of grain by OCC friMn producers would usurp the eievBtor 
operator's normal marketing functions. This action would serve as a disincen- 
tive to private decision- making In marketing and Investments, 

In conclusion, OOO needs to use the existing marketing farillties to nmke 
Its programs operate successfully, including the projtosed food security wheat 
reserve. Purchases of wheat tbat have already entered the marketing system 
and are located in grain elevator facilities would be the most efficient and effec- 
tive way for OOO to obtain wheat for its Food Security Reserve. Purchases of 
Wheat from the market up to a specified limit, would help prevent chaotic con- 
ditions in marketing of wheat and would not be as disruptive to grain elevator 
operations. It is to OOCTs benefit, tbat it not interfere with the elevator opera- 
tors' market, but rather tbat the effective marketing system already in place con- 
tinue to serve those buying and selling U.S. grain, including the Oonunodlty 
Credit Corporation. 

Sincerely yours, 

BlOHAXD W. GOU>BEBO, 

Oltairman, AaHcHttiiral PoUcv Committee. 
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APPENDIX 5 

Statement on the Food Secokity Act of 19T9 (H.R. 4489) bt Don 
Reeves on Behalt of the Friends Committee on National Leg- 
islation 

July 16, 1978. 
(We are pleaeed to support the creation of a wbeat reserve to meet emergency 
needs, along the lines of H.B. 4488, the Food Securlt; Act of 1879. While our 
committee does not speak for all Friends, the need for world food security and 
dep^dable sui^Ues of food aid in times of scarcity is of vital importance to 
moet members of the HeliglouB Society of Friends. 

Millions of dollars worth of U.S. food aid have been channeled abroad since 
18B4 under the Food for Peace prc«ram, through Public Law 480. While many 
bungry and needy people have been helped, food aid sum>lies have been Inade- 
quate during food-scarce emergencies. The maintenance of adequate grain sup- 
plies in times of scarcity must be assured in order for the U.S. to continue to 
meet emergency needs In developing countries. 



Ironicallj, when the need for food aid is the greatest, U.S. aid supplies tend to 
be the shortest In times of food scarcity, the high market price of commodities 
greatly reduces the amount of food each U.S. aid dollar buys. Budgeted aid money 
is not always sufficient to meet Important food needs. 

The need for emergency reserves has been acknowledged at the international 
level, although efforts to coordinate such systems have met with little success. 
The FAO Undertaking on World Food Security has tried to create an interna- 
tional network of reserves. However, few nations have yet actually stocked formal 
reserves as part of this program. 

In I97fi, the World Food Program designed a small International Emergency 
Food Beaerve with a SOO,000-ton target. The U.S. must be applauded as one of the 
few nations consistently contributing to this reserve. But each year, all available 
stocks in the IBFR have been consumed. A larger reserve is needed, 

eiZB OF TEH SBSERVE 

The Administration has commented that the size of the reserve being considered 
(4 million metric tons [MMT] ) is an arbitrary figure, set as a compromise be- 
tween the 3-MMT figure adopted by the House Agriculture Committee and the 
6 MMT approved by the House Intemational Relations Committee last year. We 
strongly endorse the establishment of a reserve of 6 MMT. With a U.S. unilateral 
commitment of 4.4T MMT of grain each year under the proposed Food Aid Con- 
vention, and up to 8 MMT In years of short supply, we believe that a reserve of 6 
MHT will be necessary to Insnre that this commitment be met, thinking particu- 
larly of two or more successive years of ^ort world grain stocks. The 4-MMT 
figure in H.R. 4488 seems to us an absolute minimum size for an emergency 

Additionally, we urge the U.S. to take leadership in trying to reconvene nego- 
tiations on the Food Aid Convention, wbere the U.S. might encourage other mem- 
bers of the intemational community to contribute to grain stocks or funds for 
purchase of grain. 

DOUBSTIC IMPACT 

The passage of the Food Security Act would not only further the cause of world 

food security, but would have a modest positive Impact in stabilizing the U.S. 

grain market. In addition to present Commodity Credit Corp. stocks, we hope that 

much of the balance of the reserve would be purchased from present stocks and 

(72) 
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from this year's ample domestic barvest. Purchases made when adequate stocks 
are on hand and prices are relatively low wonld tend to increase the market 
price, to the benefit of U.S. farmerB. In turn, It would then be unnecessary for 
the goveroment to buf food aid stocks at times when supplies are short and when 
additional purcliaBes might cause unacceptable domestic price increases. 

Once the reserve stocks have been purchased, they should be completely insu- 
lated from the domestic market and commercial resale, so as not to depress wheat 
prices received by U.S. farmers. 

HUMAN RiaaTS PB0VI8IOIT8 

The reserve stocks would be channeled only through Public Law 480. One dis- 
tinct advantage of this provision Is that they wonld be subject to the human rights 
constraints governing the Food for Peace program. We support the application 
of these constraints to the reserve, allowing food aid to countries with human 
rights violations only with assurance that it will reach the needy. We also . 
strongly endorse the removal of an; country-specific prohibitions on food aid, look- 
ing toward meeting htmian need as the main criterion for allocation. 



Substituting a financial fund in place of a commodity reserve, as some hare 
snggested. wonld be Insnfficient. A fund would not Insnre that grain would be 
available for aid purchases In times of scarcity. And the poUUcat pressure on the 
President to refrain from using such a fund In food-scarce times would un- 
doubtedly be enormone, since price Impact from purchases would occur at exactly 
the wrong time and would drive the domestic prices of scarce commodities even 
higher. We feel there would be only a slim chance that adequate food aid wonld 
be sent to needy countries facing emergencies during such tight-supply situations. 

Any savings from an emergency fund, as opposed to a grain stock, would 
appear only If there were no occasion for using the emergency food aid reserve 
for a nnnier of years. In any shorter period, higher purchase costs wonld out- 
weigh storage and interest costs for a reserve of stored grain. Not needing emer- 
gency grain reserves for a number of years is a hopeful, but unlikely, prospect, 
in our Judgment. So the emergency food aid fund involves a trade-off we are not 
willing to endorae, at least for the baeic reserve. 

To conclude, PCNL urges that the House Agriculture and Foreigu Affaire Com- 
mittees speedily report out legislation that would create an emergency wheat 
reserve. The establlEdiment of this reserve would help Insure a reliable tJ.S. 
response to the poor and needy in developing countries in times of food-scarce 
emergencies. 

o 
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